‘ 
. 
e 
| 
\ 
\ 


whi 
Prote 
\ 


the 


from 


1927 


‘ 
kig 

1859 

socla 
Loui 
dent 
Dunl 

tecti 
lishe 

‘ 
inste 

econ 

| 

ate 

vat 

volu 

in 

In 7 

Dist 

twee 

Econ 
wal 

Prin 

the 

Posi 

velo 

natn 

Tari 

Pari 

ISG 

that 

As ; 

Ame 
0 

| 
\. | 
N 

ty 


FRANK WILLIAM TAUSSIG 


President of the American Economic Association, 1904-05 


William Taussig was born in St. Louis, Missouri, on December 28, 
lied at Cambridge on November 11, 1940. Except for his early educa- 
is excursions abroad, Taussig’s academic career was entirely as- 
ith Harvard. In 1876, after two years at Washington University, St. 
migrated to Harvard and became a member of the class of 1879. 
rand tour” of Europe, he returned to Cambridge as secretary to Presi- 
and as a graduate student and later instructor in economics under 
is interests soon settled on international trade. A prize essay on pro- 
ing industries, which served as a Ph.D. thesis and which was pub- 
book, initiated a sequence of volumes culminating in his master- 
national Trade, in 1927. In 1886 he received the LL.B. degree, but 
practicing law he accepted an assistant professorship in political 
In 1892 he was advanced to the rank of professor and in 1901 the 
tablished Henry Lee professorship was conferred upon him, a chair 
held until his retirement in 1935, when his title became Henry Lee 
Emeritus. j 
onorary degrees and titles were conferred upon Taussig. He received 
t.D. from Brown University in 1914 and from Harvard in 1916; LL.D. 
from Northwestern University in 1920 and from the University of Michigan in 
Honorary Ph.D. from the University of Bonn, 1928: and Litt.D. from the 
of Cambridge in 1933. He was a member of the Academy of Arts and 
nd of numerous learned groups here and abroad. 
lar and writer, Taussig was best known as author of books on inter- 
rade and economic theory but works on problems and economic moti- 
dicate a wide scope of interests and achievements. A bibliography of his 
ous writings may be found in the appendix of the volume, Explorations 
mics, Notes and Essays Contributed in Honor of F. W. Taussig, 1936. 
g's contributions to the Proceedings of the American Economic As- 
find the beginnings of much that may be called “the Taussigian 
1893 papers on “The Interpretation of Ricardo” and “Value and 
is Treated by Professor Marshall” and in 1894 “The Relation Be- 
erest and Profits” and “The Wages-Fund at the Hands of the German 
ind an article on “The Quantity Theory of Money” in 1895 paved the 
the body of discipline found in Wages and Capital (1896) and in his 
f Economics (1911, last revised, 1939). His presidential address at 
enth annual meeting of the Association in 1904 on “The Present 
f the Doctrine of Free Trade” outlines the general ideas which he de- 
is later works in this field. 
Taussig’s activities as a public servant extended over a wide area of local and 
itional affairs, the most notable being his chairmanship of the | nited States 
Tariff ( mission, 1917-19, and his participation in the peace conference in 
Paris 
fs greatest success was perhaps achieved as editor and teacher. From 
1936 he kept the Quarterly Journal of Economics at such a high level 
standard for the development of scientific economic periodicals. 
er of the art of teaching, his influence shaped the minds of many 
scholars and gained for him world-wide fame as a teacher. 
notices appear in the American Economic Review, March, 1941, by 
S. Ellis, the Economic Journal, June-September, 1941, by Redvers Opie, 
Quarterly Journal of Economics, May, 1941, by J. A. Schumpeter, 
nd Mason. 


S$ of a series of photographs of past presidents of the Association 
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The American Economic Review 


VOLUME XXXIII SEPTEMBER, 1943 NUMBER THREE 


EXTERNAL ECONOMIES AND DISECONOMIES 


By Howarp S. and WILLIAM FELLNER* 


I. Introduction 


Along with its answer to the principal problem which it set for it- 
self as to how competition allocates resources amongst various uses, 
neo-classical economics bequeathed to the present generation the much 
debated proposition that competition causes output under “diminish- 
ing returns” to exceed, and under “increasing returns” to fall short 
of, an output corresponding to the social optimum. Since this issue 
involves only negligibly any disagreement as to the economic facts, 
since it is indeed almost a purely quantitative problem not complicated 
by ethical or other preconceptions, one may find difficulty in under- 
standing how theorists such as Marshall, Pigou, Viner, Graham, Hicks, 
and Lange could be ranged squarely against Allyn Young, Knight, 
and Stigler. The answer seems to be that apparently simple technical 
concepts are often fraught with confusing ambiguities; and the ex- 
tensive discussion of this subject over a period of years’ reveals that 
these ambiguities have already become perennial. 

The effort to resolve the issues disputed amongst such distinguished 
protagonists is in itself an interesting undertaking in the development 
of theoretical ideas, but there is also no lack of pragmatic justification. 
The interpretation of certain commonly employed cost functions, of 
opportunity cost, and of marginal versus average cost can not be purely 
“academic” matters. Furthermore, the Marshall-Pigou proposals of 
faxes upon “industries of diminishing returns” and bounties upon 
those of “increasing return,” and the Pigou-Graham proposals of a 
Protective tariff in certain instances upon much the same theoretical 
argument, lead directly to important questions of fiscal and commercial 
policy. Finally the recent descriptions of price systems under socialism 
es . —— are members of the department of economics at the University of Cali- 
Omla, Berkeley, 


The footnotes, including n. 22, p. 503, supply a fairly complete bibliography on the 
Subject 
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show that the present issues intimately affect not only the formulatig, 
of policies in a private enterprise economy but the very concept of the 
socially optimum employment of resources under (a more or les 
ideal form of) socialism. 

Throughout the period of classical political economy it was a settle 
but vaguely supported conviction that the price of agricultural produc 
tends to increase under the influence of diminishing returns, but tha 
“it is the natural effect of improvements to diminish gradually the req 
price of almost all manufactures.”* This bad mixture of a dubiow MMMyje at 
“law” of economic history on the one hand, and a truncated part of 
the static principle of combining proportions on the other may have 
been engendered originally out of resentment against the Corn Lays 
and the landed gentry; but it seems to have been perpetuated to the 
present day through simple confusion. Marshall attempted to give 
quantitative precision to the notion that “diminishing returns” some. 
how represent a less favorable application of economic resources than 
“increasing returns.”* His demonstration, which ran in terms of th 
effect of taxes and bounties upon consumers’ surpluses in the tw 
cases, is sorely limited by the author’s admission that it requires quite 
special elasticities of demand and supply and that it assumes that 
marginal utility of money to be constant; and it is entirely destroyed 
by the failure of the author to include producers’ surpluses into the 
social surplus to be maximized.‘ 

The advocates of the tax-bounty thesis have mostly referred to 
Pigou rather than to the original Marshallian version of the thesis 
We turn first to Pigou’s analysis so far as it pertains to “diminishing 
returns” (in his own terminology), which includes also rising transier 
costs, leaving until later the case of “increasing returns” (in his 
terminology), which actually means external economies. 


II. Diminishing Returns and Rising Transfer Costs (‘External 
Diseconomies”), Without External Economies 


In Wealth and Welfare,® the first edition of the work later to be 
more widely known as The Economics of Welfare, Pigou draws ‘v0 
positively inclined cost functions (as in Fig. 1), the lower of which 


*Adam Smith, The Wealth of Nations, Cannan ed., (New York, 1937) Bk. I, chap.§ 
p. 242 et passim; cf. also J. S. Mill, Principles of Political Economy, Gonner ed., (London, 
1909), Bk. I, chap. 12, p. 184 et passim. 

* Alfred Marshall, Principles of Economics, 3rd ed. (London, 1895), pp. 518-331; a! 
in the corresponding chapter (Bk. V, chap. 12) in later editions. 

*Cf. J. R. Hicks, “The Rehabilitation of Consumers’ Surplus,” Rev. of Econ Stud, 
Vol. 8 (Feb., 1941), pp. 112-15. 

*A. C. Pigou, Wealth and Welfare (London, 1912), pp. 172-79. 
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labeled S,, he calls “a supply curve of the ordinary type,” and the 
upper, labeled S., “a curve of marginal supply prices.” The function 
$, is further described as showing at each point the cost or price at 
which the corresponding output on the abscissa can be maintained in 
the long run, and function S, as showing at each point “the difference 
made to aggregate expenses’* by the production of one more unit. 
With austere brevity, Pigou concludes directly from the description 
of the two functions that the intersection of S, with the demand sched- 
ule at C corresponds to output and price under competition, whereas 
the intersection of S, with the demand schedule at / represents the 
correct output’ under an ideal allocation of social resources. 

In the universe of discourse of Pigou’s problem, economic theory 
now operates with a number of cost functions presently to be de- 


D 


0 OUTPUT 


Fic. 1—Pigou’s Cost Functions. 


ribed; but from the exposition of Wealth and Welfare it is impossible 
0 discover which of three mathematical functions Pigou intended to 
rmploy. Retrospectively, in answer to criticisms, Pigou acknowledged 
ne possible interpretation but denied that he had intended to draw 
's conclusions on this basis, proposed another interpretation, and 
tally, even upon this interpretation, limited his thesis to a special 
‘fgument concerning international trade. 


Our italiee 


Sy implication also the ideal price, but Pigou does not stress this. 
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In a review of Wealth and Welfare appearing about a year after the Mae OU" 

publication of the book, Allyn Young hailed Pigou’s S, curve as , Ht 

“new and powerful instrument of economic analysis” especially as ap. Pig 

plied to monopoly, but denied that it proved a divergence of competi. iy O™P€ 

tive from the ideal output.* Young’s criticism also did not distinguish would 

the three interpretations we shall point out. In fact it did not need to dp 

so, as it is equally valid upon any of them; but Pigou did not believe 

this to be the case, and so we must examine the merits of each sepa. 

rately. 
The three possible interpretations of Pigou’s functions arise from 

the fact that inc~easing costs in an industry may come from (1) 

diminishing returns due to the presence of a factor which is fixed in 

supply for the industry; (2) rising transfer costs due to the presence 

of a factor which can be drawn in greater amounts from other industries 

only by a rise in its price; or (3) a combination of (1) and (2). In 

1929 Pigou focused attention upon the first interpretation by admitting 

it as a legitimate reading of his cost curves but not what he had in- 

tended.’ This interpretation permits us to give unambiguous definitions 

to the S, and S, curves of Figure 1 and to trace out the reasoning 

on this basis. The “supply curve of the ordinary type,” S,, in Pigov’s 

language is the usual “marginal cost curve,” that is, the curve indicat- 

ing the cost of production of the marginal unit of output; and 5, a 

function wh‘ch adds to S, at each point the aggregate increment of costs 

on all intramarginal units of output.’ Thus, if an expansion of output 

from 50,000 to 51,000 units involves a rise of cost at the margin from 3 »,,ni¢. 

$1.00 to $1.01, the ordinate of S, at 51,000 units is $1.01, and the descrip 

ordinate of S, is the difference between 50,000 times $1.00 and 51,000 BB hy: ga, 

times $1.01, or $1,510, divided by 1000, or $1.51. regarde 
On the present interpretation of Pigou (which he acknowledged as 2 other , 

possibility) increasing costs arise solely from rising transfer costs; and margin: 

to make this interpretation explicit, in Figure 2 we give to S, and $;, MM fyeaq- 

respectively, the distinctive labels of and y. Pigou’s S, (our ¢) shows 1, 

the cost of the marginal unit in isolation, or more explicitly: marginal represe: 

cost excluding ali increments of transfer cost; alternatively < shows also If Yo 

average cost per unit of output, including transfer rent. Pigou’s >: MMM tha Pi 
* Allyn A. Young. “Pigou’s Wealth and Welfare,” Quart. Jour. of Econ., Vol. 27 (Aut, put his 

1913), pp. 672-86. Edgeworth also called the function “the marginal increment of gives a 

from the viewpoint of a monopolist”; cf. F. ¥Y. Edgeworth, “Contributions to the Theory hich 

of Railroad Rates, IV: A Digression on Professor Pigou’s Thesis,” Econ. Jour., Vol. 2 3 ler | 

(June, 1913), p. 211. the unit 
°A. C. Pigou, The Economics of Welfare, ist ed. (London, 1920), pp. 934-36. Previou: 
“Tf the n-th unit of the output is produced at a cost of f (m), then S: = f ("), us quently 
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our y) shows “marginal costs” also but in a different sense—marginal 
cost including the total increment to transfer costs on all units. 

Pigou originally maintained that the intersection at C represents 
competitive equilibrium, but that the ideal allocation of resources 
would be given by reducing output through appropriate taxation to a 


D 


O OUTPUT 


Fic. 2—-Rising Transfer Costs. 


magnitude given by the intersection at 7. Allyn Young accepted this 
description of competitive equilibrium (as do all parties to the dispute) 
but denied that the total increment of cost to the industry could be 
regarded as a cost to society. In Pigou’s excellent paraphrase, “In 
other words, according to Professor Young’s view, the excess of 
marginal supply prices [our y] in industries of diminishing returns 
read: ‘increasing costs’] over the corresponding supply prices [our 
‘| is merely a nominal excess of money paid, and not a real excess 
representing resources employed.’”* 

If Young had spoken the magical word “rent,” it seems probable 
that Pigou would have capitulated completely. For Young could have 
put his proposition in these words: “If the expansion of an industry 
gives a factor a higher per unit remuneration, whether or not that 
higher price induces a greater aggregate [social] supply of the factor, 
ihe units already being supplied earn producers’ rents [or increase the 
previous rent]; and rent is not a cost in social resources.” Conse- 
quently if the output of a commodity expands, the rise in transfer 


Pigou op cit., p. 935. 
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costs (#.€., in the value) of the intramarginal units of the transferred 
resource is not part of the marginal social cost of producing the com. 
modity under consideration. The marginal social (opportunity) cost of 
transferring resources yielding units is merely the cost of transferring 
the resources required for the production of the m-th unit. This cost 
is expressed by ¢ not by y. The y function is not a social cost curve 
because it includes increments to rent. 

Pigou accepted this criticism without reservation so far as concerns 
transfer costs; and, we may add, he accepted it gracefully and without 
seeing, at that time, its full import. For he proceeded to argue in the 
sentences immediately following that his conclusions are valid for 
diminishing returns, although not for rising transfer costs: 


The reason why diminishing returns in terms of money [read: “increasing 
costs” |] appear when they do appear is, in general, not that the money price 
of factors employed is increased, but that that proportionate combination o/ 
different factors, which it is most economical to employ when (x + A x) units 
of commodities are being produced is a less efficient proportionate combina- 
tion than that which it is most economical to employ when x units are being 
produced; and the extra cost involved in this fact is real, not merely nominal. 
For these reasons Professor Young’s objection, as a general objection, fails.” 


Employing a useful notation introduced by Mrs. Joan Robinson,” 
we show in Figure 3 the functions germane to diminishing returns, 
transfer costs assumed constant. 

Mathematically the definitions of a and £, respectively, are precisely 
the same as for y and e, since both a and y satisfy the requirements of 
Pigou’s S., and B and ¢« the requirements of S,. Only the economic 
implication is changed: a refers to marginal cost including the total 
increment of Ricardian rent, and B to marginal cost excluding Ri- 
cardian rent or average cost including average Ricardian rent. The 
function 3, to which there is no counterpart in the case of rising 
transfer costs, is the familiar curve of average cost excluding rent. 
According to the first edition of The Economics of Welfare, the inter- 
section at C shows the competitive solution, as before; and the inter- 
section at J again is held to represent the socially ideal output, thous 
this time on the grounds that less efficient combinations of factors 
signify a social “extra cost.” 


* Pigou, op. cit., p. 936. : 

* Joan Robinson, The Economics of Imperfect Competition (London, 1933), chap 10, 
“A Digression on the Four Cost Curves.” While her chapter fails to distinguish e and 
restricts the concept of rent to “Ricardian” surplus on the fixed factor, it is in general 
accurate and illuminating, and has contributed indirectly very much toward the present 
analysis. 

“ Pigou’s contention (cf. 1st ed., p. 194) that of two roads connecting the same ‘¥° 
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However real the “extra cost” from these grounds, the application 
of Young’s reasoning proves it to be adequately included in 8, the cost 
at the margin, i.e., the incremental cost in the variable factor. Unless 
rent is a social cost, it is erroneous to envisage the social marginal 
cost as including the increment to rent as in the function «. 

To maximize the aggregate of producers’ and consumers’ surpluses, 
the relevant magnitude is DCA, not DIA, if the marginal utility of 


O OUTPUT 


Fic. 3—Diminishing Returns. 


money is assumed to be constant. Dropping the assumption of constant 
marginal utility for money renders it impossible to express the ag- 
gregate surplus of consumers and producers by areas lying between 
demand and supply curves. It still remains true, however, that the 
optimum output will be reached at the intersection of the demand curve 
with , not a. The price will still express for each consumer the value 


points the one, assumed to be superior but narrow and therefore subject to diminishing 
flurns, is overexploited in competition unless taxed differentially, seems to have rested on 
‘M@ notion that competitive output is determined by the 8 function. The contention was 
proven to be fallacious by Professor Knight, who has shown that the owner of the good 
toad will charge a toll that will raise costs to users to the B level. Cf. F. H. Knight, 
‘Fallacies in the Interpretation of Social Cost,” Quart. Jour. of Econ., Vol. 38 (Aug., 
~-4), Pp. 582-606, reprinted as chap. VIII in idem, The Ethics of Competition (New 
York, 1935), pp. 217-36. Pigou omitted the “two roads” example from the second edition 
7 tis book which happened to appear almost simultaneously with Knight’s criticism, and 
“es not refer to the latter. No special significance should be attributed to Pigou’s re- 
‘antation of the “two roads” proposition because it was inconsistent with his own posi- 
4on and should have been dropped even if his position had not been modified. 
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of the change in total utility occasioned by the marginal unit of the 
commodity, although it will express this change in terms of the vari- 
able marginal utility of money rather in a constant unit of measure. 
ment. 


If marginal social cost equals price, it also equals the value of the | 


marginal addition to the utility of each consumer as expressed in terms 
of the marginal utility of the money stock actually owned by him. 
This, however, implies that, given the distribution of wealth and ip- 
come, the B intersection is optimal. If resources were to be shifted out 
of the industry in question, each consumer would lose more utility, as 
expressed in terms of money, than the saving in social cost; and if 
further resources were to be shifted into the industry, the addition to 
social cost would outweigh the gain in utility. 

That his reply to Young was inadequate, Pigou admitted four years 
later in the Economic Journal,’ adumbrating a revised statement in the 
second edition of The Economics of Welfare. The revision consisted 
in the abandonment of the general thesis that, under increasing cost, 
output under competition exceeds the ideal, and the adoption of the 
very limited proposition that a divergence occurs only from the view- 
point of one nation against another when it pays agricultural rents to 
foreign owners in the price of imports.”® 

This limited version of the proposition, retained in the later edi- 
tions of The Economics of Welfare, requires the use of functions 
which express the effects of rising transfer costs as well as those of 
Ricardian diminishing returns. In Figure 4, average costs as affected 
by diminishing returns but not by rising transfer costs’’ are shown 
by 8; average costs as affected by rising transfer costs but not by 
diminishing returns’® are shown by ¢; and average costs as affected by 
both forces in conjunction are shown by 9. The function » may be de- 
scribed further as marginal cost excluding all Ricardian rent and al 
increments to transfer rent, or as average cost including average 
Ricardian and average transfer rent. To this magnitude, at each 
point, 6 adds the total increment of transfer rent on the intramarginal 
transferred units, and the total increment of Ricardian rent.” Pigow’ 


* A.C. Pigou, “Comment,” Econ. Jour., Vol. 34 (Mar., 1924), p. 31. 

%A_ CC. Pigou, The Economics of Welfare, 2nd ed. (London, 1924), pp. 194-95 The 
third edition (London, 1929), p. 225, made no change. F. Y. Edgeworth, “The Revised 
Doctrine of Marginal Social Product,” Econ. Jour., Vol. 35 (Mar., 1925), p. 35, agreed 
with this version of Pigou. 

calculated at constant transfer costs. 

* T.e., calculated as though constant returns prevailed. 

” Mrs. Robinson makes a do double duty as a designation for marginal cost including 
only the total increment of Ricardian rent and as a designation for our 9. This is #2 
undesirable ambiguity. Furthermore, since she omitted to distinguish ©, she bas ™ 
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argument with respect to foreign trade would then mean that rents 
transferred abroad, whether those rents originated in diminishing re- 
turns or rising transfer costs, are costs to the domestic economy; the 
competitive purchases of such imports would run to the foreign output 
as determined by $, whereas ideally the importing country should buy 
only the foreign output as determined by 6. 

But even the foreign trade argument, which had been adumbrated 
by Graham a year®® previous to Pigou’s decision to restrict the argu- 
ment to rents disbursed to foreign owners, is subject to rather severe 


D 


PRICE 


O OUTPUT 


Fic. 4—Diminishing Returns and Rising Transfer Costs. 


limitation if not complete rejection. After all, the doctrine of optimum 
allocation in all of the versions here considered is a “cosmopolitan” 
doctrine in that it does not distinguish between surpluses accruing to 
domestic owners and consumers on the one hand and surpluses accru- 
ing to foreigners on the other. The qualifications required to allow for 
policies distinguishing between the interests of domestic economic sub- 
jects and foreigners are much more extensive than would be suggested 


function corresponding to our ¢, which adds ¢ and B. 
The functions a, lying between 6 and f, and y, lying between 6 and ¢ have been 


Omitt 


mitt ed in Fig. 4; & has likewise not been drawn. 

™ F. D. Graham, “Some Aspects of Protection Further Considered,” Quart. Jour. of 
“con, Vol. 37 (Feb., 1923), pp. 199-227; “The Theory of International Values Re- 
examined,” ibid., Vol. 38 (Nov., 1923), pp. 54-86; “Some Fallacies in the Interpretation 
‘ Social Costs; a Reply” (to F. H. Knight), ibid., Vol. 39 (Feb., 1925), pp. 324-30. 
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by the limitation of Pigou’s argument to such increases in rents a; 
are included in the value of commodity imports. One would have ty 
exclude from the aggregate to be maximized all consumers’ surpluses 
accruing to foreigners; and also all producers’ surpluses accruing tp 
foreign stockholders or other foreign owners of domestic enterprise 

The Pigou doctrine in the latest and narrowest version would lead 
one to believe that in a competitive world the “national”—as oppose; 
to the “cosmopolitan”—aggregate of surpluses is increased by a tax 
reducing the output of industries which, by importing raw materials, 
increase the value of foreign resources. The cosmopolitan net sur- 
plus is surely reduced by such a tax; whether the “national” net 
surplus is increased or reduced depends on how the aggregate of con- 
sumers’ and producers’ rents accruing to domestic economic subjects 
changes when other industrial activities are partly substituted for those 
connected with raw material imports. 

To replace the “cosmopolitan” approach with the “national” would 
require a reinterpretation of the entire doctrine no less fundamental 
than that which would be required if the distribution of wealth within 
the economy were not to be accepted as “given.” In both cases the 
“votes” of the consumers and of the producers whose behavior de 
termines the allocation of resources is held to be weighted incorrectly. 
The important qualifications arising from this consideration must 
either be disregarded, which means accepting the cosmopolitan point 
of view and taking the distribution of wealth and income as given; 
or they must be dealt with in the framework of a broad sociological 
approach extending to questions such as reprisals in internation 
relations, the potential stability of different patterns of distribution 
within social communities, etc. In no event does it seem satisfactory 
to confine the reinterpretation of the “cosmopolitan” doctrine to in- 
dustries which, by importing raw materials, give rise to foreign pro 
ducers’ rents. 

The preceding analysis is not concerned with the genuine ds 
economies arising from phenomena such as the smoke nuisance, the 
wasteful exploitation of natural resources, etc. 

So far as concerns the present heading—diminishing returns an 
rising transfer costs—we have found: (1) There is no divergence be 
tween the ideal and competitive outputs. (2) Pigou originally believed 
that output under competition is excessive because the total incremet! 
to rent is not included as cost. (3) Under the force of Allyn Youngs 
criticism that rents are not social costs, Pigou gradually attenuated 
his thesis to the case of imports produced under rising supply pric 
(4) Writers who invoked the authority of Pigou after 1924 on wha! 
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had once been his general thesis did se unjustifiably.”* (5) Even the re- 
stricted foreign trade thesis has little or no validity as a single 
jualification because the entire problem would have to be reformulated 

‘ this qualification, in conjunction with more important ones, were 
to become valid. (6) Since rents are not social costs, the relevant cost 
function—one which maximizes the total of consumers’ and producers’ 
surpluses—is marginal cost in the sense of costs of the marginal 
unit of output alone (= average cost including average rent), that is, 
: or 8, and mot marginal cost including the total increment of rent, 
that is, y or a. (7) The atomistic single seller notices and acts correctly 
upon the costs of e or B; he does not notice and should ignore the ad- 
ditional costs incorporated in y or a. 


III. External Economies 


Economists upholding the special tax in the diminishing returns 
case also maintain the necessity of a bounty for the realization of 
external economies. One of the most debated issues in the entire dis- 
cussion of the tax-bounty thesis has always been the reality of external 
economies.” Many supposed examples have proved to be spurious or 
far-fetched; but we do not propose to begin upon the painstaking 
inquiries into techniques and economic history which would be neces- 
sary to appraise the possibilities. Among the many difficulties and com- 
plexities, however, there are a few certainties. 

One is that if an “external economy” is an internal economy to an- 
other industry, the outcome is either monopoly in the second indus- 
try, or else the complete exploitation of the internal and hence the 
disappearance of the external economies.** If the outcome is monopoly 
in the second industry, costs are very unlikely to decline in the first, 
since a monopolist will respond to a rise in demand with a reduction 
of price only (1) in case he is operating in the downward range of his 
marginal cost curve (and the elasticity of the new demand curve is not 

“Oscar Lange (and F. M. Taylor), On the Economic Theory of Socialism (Minneapolis, 


1938), pp. 98-99; Jacob Viner, “Cost Curves and Supply Curves,” Zeitschrift fiir National- 
konomie, Vol 3 (Sept., 1931), p. 42. 


*In addition to the literature elsewhere cited in these pages, see the following: J. H. 
9 pham, “Of Empty Economic Boxes,” Econ. Jour., Vol. 32 (Sept., 1922), pp. 305-14; 

C. Pigou, “Empty Economic Boxes: A Reply,” ibid., Vol. 34 (Dec., 1922), pp. 458-65; 
ém and D. H. Robertson, “Those Empty Boxes,” ibid.., Vol. 34 (Mar., 1924) pp. 16-31; 
¢ J. Stigler, The Theory of Competitive Price (New York, 1942) pp. 106, 142-44; K. E. 
— Economic Analysis (New York, 1941), p. 194; Joan Robinson, of. cit., Ap- 
NIX, pp. 337-43. 

hus Knight, op. cit., p. 229, and “On Decreasing Cost and Comparative ed 
or rt. Jour. of Econ., Vol. 39 (Feb., 1925), pp. 331-33; and Joan Robinson, of. cit., 
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sufficiently smaller than was that of the old one to offset the downwari 
slope of the marginal cost curve); or (2) if the new demand curve js 
more elastic than was the old one (and the upward slope of the marginal 
cost curve in the relevant range is insufficient to offset this circum. 
stance). 

Usually the monopolist will raise his price if demand increases, in 
which case such economies as are internal economies in the “second” 


PRICE 
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Fic. 5.—External Economies in the Absence of Diminishing 
Returns and Rising Transfer Costs. 


industry will not lead to the realization of economies in the “first’ 
industry. As Mr. Sraffa has suggested, the concept of external econo- 
mies may, however, be rescued by illustrations not depending upo 
lowering the price of a commodity supplied by another industry, bu! 
upon the better rendering of services.2* The development of a skilled 
labor force, the migration of suitable labor, the appearance and 
progress of professional and trade associations and journals, and the 
like, are not to be dismissed as unrelated to output in every case. 
When and if external economies exist, they must be incorporated 


* Piero Sraffa, “Laws of Returns under Competitive Conditions,” Econ. Jour., Vol wf 
(Dec., 1926), pp. 535-50. 
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into the structure of economic theory; but it must be confessed that 
the theoretical treatment of this subject still leaves much to be desired. 
The first step in reconstruction is a clear description of the cost func- 
tions and of competitive equilibrium. 

In Figure 5 we assume that there is no “scarce” factor for this par- 
ticular industry, and that its demand for factors is atomistic so that 
an extension of output does not cause rising transfer costs. The func- 
tion ¢ signifies, as in earlier contexts, average cost, or marginal cost 
in the sense of costs for the marginal output in contrast to smaller 
outputs.** The function y is defined somewhat analogously to y and a 
as the total cost difference on a// units (marginal and intramarginal). 
If there are no external economies (or none unexploited), « and y 
coincide in a horizontal line; if there are, » lies below ¢. Thus without 
economies the per unit cost might be $4.00 for all outputs. With 
economies the first “unit” costs $4.00 if only one unit is produced; if 
‘two units” are produced the second unit costs $3.00 and the costs of 
the first unit also decline to $3.00. At an output of two units « = $3.00, 
) = $2.00. 

We employ the symbol e because external economies have exactly 
the opposite significance to the industry as rising transfer costs. One 
must be on guard against an extension of the meaning of ¢« from the 
behavior of output costs to the price of the variable factor; if « declines 
because of external economies, factor price almost necessarily rises. 
This probable rise, however, is disregarded in the graphic representa- 
tion and in the foregoing example, where the industry in question is 
assumed to be atomistic and consequently constant factor prices are 
assumed. 

The equilibrium to be expected from competition is determined by 
the intersection of DD’ and e. The costs of production at the margin 
will be equated to price. The circumstance that further expansion of 
the industry would reduce intramarginal costs will not produce such 
an expansion, since to the right of C costs at the margin fall short 
of price. Now it has been argued that optimum allocation in these cir- 
cumstances requires subsidizing the industry under consideration in 
such a manner as to make its output expand to /, corresponding to 
the intersection of DD’ with y (instead of ¢). 

This argument was presented by Pigou at the time when he first 
attempted to establish the proposition that increasing cost industries 
tend to overexpand in free competition. But while the proposition relat- 
ing to increasing cost industries was gradually limited to the foreign 


i 
On the assumption of free competition, costs to all firms are the same for their 
fquilidrium outputs. 
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trade proposition previously discussed, the thesis that decreasing cost 
industries do not expand sufficiently was and is maintained by hin 
and other authors.” It is worth pointing out that shifting resources 
into decreasing cost industries is not the same thing as shifting re. 
sources out of competitive increasing cost industries, since competitive 
industries may also operate under constant costs, not to speak oj 
industries operating under monopoly and monopolistic competition, 
Besides, the proposition that the social optimum output of increasing 
cost industries is determined by S, functions (rather than S, func. 
tions )*" would be basically different from the proposition that the social 
optimum output of decreasing cost industries is determined by §, 
functions (rather than S, functions), even if subsidizing decreasing. 
cost industries could be carried out only by taxing increasing-cost 
industries. We shall now be concerned with the second of these two 
propositions. 

The reasoning by which it can be shown that the argument relating 
to increasing cost industries is faulty does not affect the validity of the 
argument relating to decreasing cost industries. The crucial point here 
is that, while in conditions of increasing supply price, the rise in intra- 
marginal costs is rent rather than social cost, the decline in intra- 
marginal costs attending the expansion of decreasing cost industries 
is a social economy, i.e., social cost with a negative sign. One might 
therefore conclude that in conditions of decreasing supply price the » 
function expresses marginal social cost; and that the social optimum 
output is J instead of C.** The competitive output, one might con- 
clude, is determined by the socially “incorrect” cost function ¢, which 
fails to express the marginal saving in intramarginal social cost, that 
is, the saving in social cost on intramarginal units of the resource 
attending the increase in total output by a marginal unit. The y func- 
tion contains the necessary correction; and a permanent bounty in- 
ducing the production of J is required to achieve optimum alloca- 
tion. It would have to be added that a two-dimensional presentation, 
like that in Figure 5, overstates the deviation from the optimum it 
case the industry is not atomistic. In this event the curve shifts 
upward as output expands, since opportunity costs rise as resources 
are shifted away from other employments. 

This conclusion is correct if the external economies are “reversible”: 
the y function actually expresses marginal social cost in case the 


* A recent exposition of the thesis is found in Hicks, of. cit. 

Cf. Figure 1. 

™We mean, of course, the corresponding distances along the abscissa. In the event 
more than one intersection the optimum is reached at the intersection maximizing “ 
expression f [D(x)—W(x)]dx, where D(x) is the demand curve. 
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economies appear with an expansion of output, but disappear if and 
when output subsequently contracts.** In the event of irreversibility 
the problem acquires different characteristics, however. It may be sug- 
gested that irreversible external economies are much more significant 
than are reversible ones. Certain industries must usually reach some 
stage of growth before a geographical region starts to develop sig- 
nificantly and also before human and material resources become more 
specialized. But it is rarely true in these cases that a contraction of 
the output of any one industry would lead to a loss of the economies 
in question. 

If irreversible external economies are potentially present, competi- 
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Fic. 6—Irreversible External Economies in the Absence of Diminishing 
Returns and Rising Transfer Costs. 


tive equilibrium fails to achieve optimum allocation; at the same time 
| ceases to be the optimum output and the bounty required to 
achieve optimum allocation is temporary. 

In the circumstances now considered the y function loses its sig- 
nificance. What happens in conditions like these can best be expressed 
by the statement that the e function shifts permanently as we move 
downward along the curve. 

_ Assuming that transfer costs remain unaffected by the output of the 
industry in question and that the industry does not give rise to 
Ricardian rents, there will be a point (D) on the ¢ curve to which an 
output (OM) corresponds that exhausts all potential external econo- 
* As was pointed out in the preceding paragraph, the function ceases to be a curve if 


— industry is not atomistic. In this event W is a function of more than one variable. 
‘¢ “curve” shifts upward when output expands, and downward when it contracts. 
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mies. Once that output is reached, the ¢ curve will intersect with the 
ordinates at Ad and it will be horizontal throughout its course. Before 
any output whatsoever is produced, the path of the function is marked 
by the points A, B, C, D; the curve is horizontal only to the right of D. 
If a point lying along the curve (such as A or B) has already been 
realized, a movement backward, toward the ordinate, occurs along a 
horizontal line (such as AAs or BA»); whereas a movement forward, 
toward D occurs along the still unused portion of the original func- 
tion (such as ACBD or BCD). 

To say that external economies are mostly of this kind, instead of 
being “reversible,” may be interpreted to mean that they are typically 
dynamic phenomena. Whether shifts like these should be excluded 
from equilibrium analysis as Knight suggests and then relegated to 
“dynamic theory” is clearly a matter of convenience. The opinion may 
be expressed, however, that, so long as certain shifts of functions are 
on the same level of predictability as are movements along the func- 
tions, it is not very fruitful to distinguish between two types of theory 
dealing with these two kinds of changes respectively. The shifts re- 
flecting irreversible external economies surely are not always on the 
same level of predictability as movements along given supply curves. 
But the difference may in some cases be insufficient to warrant the 
exclusion of the phenomenon from the type of theory we are concerned 
with at present. 

Returning now to Figure 6, we observe that the conditions sketched 
there would, in the first approximation, justify a temporary bounty 
raising the output of the industry from OK to OM and thereby pro- 
ducing the lowest obtainable social cost curve for the commodity. After 
the discontinuation of the bounty the output of the industry drops to 
OL and social net output is higher than it was prior to the interference 
and higher than it would be if the bounty were continued. We said this 
conclusion was justified only “in the first approximation” because it 
disregards the waste involved in moving temporarily an excessive 
stock of resources into the industry under consideration. The perpetual 
income stream yielded by the capital value of the temporary excess 0! 
resources is a loss to be counted against the decline in social cost if the 
excess of resources (corresponding to the temporary excess output 0! 
minus OL) is completely immobile. The more mobile the excess is, the 
smaller does the loss become. 

Moreover, by directly subsidizing certain processes, such as migta- 
tion or the specialization of resources, it may be possible to induce, 
at the “permanent” output level OL, the economies that would de 
velop automatically at the output level OJ/, and thus to avoid the 
detour over the excessive output OM. Such temporary subsidies, raising 
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the output of the industry from OK directly to OL, might in certain 
circumstances achieve the maximum obtainable saving in social cost, 
with no sinking of an excessive stock of specialized resources into the 
subsidized industry. The detour over OM does involve costs of this 
character. If the costs of a detour are unavoidable the true optimum 
output which takes account of these costs may be different from OL 
since the temporary excess of output is not the same for the different 
potential final outputs.*° 

In the preceding pages we considered external economies in isola- 
tion, disregarding diminishing returns and rising transfer costs. If, as 
seems plausible to assume, external economies occur in conjunction 
with the two cost-raising forces functionally related to industry output, 
the fundamentals of the preceding analysis are not altered. For a com- 
parison of competitive output with social optimum output it is not neces- 
sary to divorce the two cost-raising forces from one another, since 
neither of them upsets the identity of the two outputs in question. But 
it is necessary to divorce the cost-diminishing forces from those rais- 
ing cost, because the divergence of social optimum output from com- 
petitive output is determined by the cost-diminishing forces, regardless 
of whether the interaction of all forces makes for increasing, constant 
or declining supply price. 

It should be repeated in this connection that statements like the 
foregoing one imply that it is fruitful to include in equilibrium theory 
the analysis of certain phenomena that in a sense are “dynamic,” 7.e., 
that reflect themselves in shifts of the curves used in traditional equi- 
librium theory. Reversible external economies, not implying shifts of 
the curves, are in all probability unimportant. Whether it is fruitful 
to take account of “dynamic’”—that is, irreversible—external econo- 
mies in this type of approach depends on the degree of predictability, 
or, as it may be expressed alternatively, on the “regularity” of the 
phenomenon called external economies. Inclusion into the body of 
equilibrium theory may be warranted in some cases, but certainly not 
in all cases in which costs are declining “historically.” 


IV. Summary 


We have found that diminishing returns and external diseconomies 
(rising transfer costs) do not result in a divergence between social and 
competitive costs. Social cost equals resource (opportunity) cost, i.e., 
the cost of production of additional or marginal units. If this cost 


If the distance between the demand curve and the original curve increases monoto- 


nously to the right of OK, then the temporary excess will be smaller for final outputs 
smaller than OL. 
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advances because of diminishing returns or rising transfer costs, the 
higher cost to society is completely exhausted by a price covering the 
increment to costs on marginal units. The increment to rents on intra- 
marginal units are not social costs; they do not enter into competitive 
supply prices and they should not. The statement made by certain 
writers” that an ideal allocation of resources requires that production 
be guided by “marginal cost,” and not by “average cost” as it is under 
competition is either meaningless or erroneous. It is meaningless be- 
cause cost including the total increment to rent on intramarginal units 
(y, a, and 6 )is “marginal cost” in one sense; and cost on the marginal 
units excluding these rents (ec, 8, and ¢) are also “marginal costs” in 
another sense; and because the second set of functions, forming the 
supply curves under competition, are both “marginal” and “average,” 
according as the cost is computed incrementally without rent, or aver- 
aged including average rent. The statement is wrong if it means that 
functions such as y, a, and 6 represent social costs. 

When unexploited external economies exist, competitive output falls 
short of the optimum. But again this can not be expressed for all cases 
as a divergence of “average” and “marginal” cost, the former being 
represented as the correct guide. In the case of “reversible” external 
economies—those which disappear when the subsidy is terminated—a 
marginal function such as y, which subtracts from the increment to 
costs attributable to the marginal unit in isolation the decrement to 
costs on intramarginal units occasioned by the external economies, 
should be regarded as the true social costs function.** But in the case 
of “irreversible” economies, the contrast of average and marginal costs 
can not be used to indicate the divergence of competitive from social 
costs, inasmuch as the economies simply cause a downward shift of 
average costs as a horizontal function up to each realized output, 
“marginal,” as anything distinct from this successive lowering of aver- 
age costs, has no meaning. 

Retrospectively, it is also worth remarking that the “atomistic” 
character of one producer’s output under competition, frequently 
thought to be crucial in the external economies—diseconomies ©00- 
text, is not decisive of itself. In the “diseconomies” case, as we have 
seen, the private calculus of the single competitive producer results 
in no divergence of competitive and ideal output, for rents are 0! 
social costs. Where there are genuine diseconomies ignored by the 
competitive producer—smoke nuisance, wasteful exploitation of ' 


"Lange, op. cit., pp. 98-99, n. 2; A. P. Lerner, “Statics and Dynamics in Socialist 
Economies,” Econ. Jour., Vol. 47 (June, 1937), pp. 253-70. 

“W as was shown, is a function of more than one variable, and hence not 4 curve," 
the industry in question is not atomistic. 
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sources, etc.—these results follow not from the atomistic character of 
production, but from technical or institutional circumstances as a 
consequence of which scarce goods are treated as though they were 
free; and the divorce of scarcity from effective ownership may be 
equally complete for atomistic, oligopolistic, and monopolistic private 
enterprise. 

The divergence of competitive from ideal output under external 
economies is more closely related to the atomistic position of the single 
competitor because, to the monopolist, y functions are the marginal 
cost functions if the economies are reversible; and he may take ac- 
count of the downward shift of the « functions if the economies are 
irreversible but predictable. It must not be overlooked, however, that, 
on the demand side, precisely the same circumstance—the non-atomis- 
tic position of the single producer—leads to the determination of out- 
put by marginal revenue which falls short of demand price. This in 
and of itself always tends to reduce output below the competitive level. 

We have found theoretical possibilities of achieving by state inter- 
ference more external economies than are given by competition; but it 
is, to say the least, doubtful whether frequent or extensive interfer- 
ence would be justified in practice upon this basis. Where economies 
are such as to be permanent (irreversible) once the requisite output 
is developed, we have an almost perfect analogy with the infant indus- 
try argument for tariffs, and little more need be said to emphasize the 
pitfalls. 

The departure of the economist’s free competition from the ideal of 
social costs is in fact negligible for external economies and non-existent 
for the cost-increasing forces. The departures of actual competition 
and the manifold other market forces from free competition are strik- 
ing, just as the departures of actual forms of the corporate state, 


socialism, and p!anning from more or less ideal prototypes might also 
be striking. 
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THE BEVERIDGE REPORT 


By Eve.inE M. Burns* 


Not since the publication of Keynes’s Economic Consequences of the 
Peace has any work by an economist attracted such world-wide interest, 
both professional and popular, as has the Beveridge Report.’ At first 
sight such wide acclaim is difficult to explain, for social insurance has 
not in the past notably raised the emotional temperature of the general 
population or enlisted the active intellectual interests of any large 
number of economists. Certainly the iaterest which the Report has 
aroused cannot be attributed to the readability of the document. For 
despite the persuasive and reasonable approach of the author and 
some moving and eloquent writing, notably in Part VI, it makes difi- 
cult reading, especially for the non-British reader, who is plunged 
almost at the outset into technical discussions of the place of Approved 
Societies in the administration of disability insurance and of the case 
for and against retention of a special scheme of workmen’s compensi- 
tion. Because of the method of organization adopted by the author a 
clear picture of the scheme as a whole and in its details involves con- 
stant reference back and forth, including continuous reference to 
Appendix A, the Memorandum by the Government Actuary, a task 
which is the more troublesome because of the absence of an index. 

Undoubtedly the main reason for the popularity of the Report must 
be sought in the temper of the times. It is the first concrete evidence 
that the generalizations about the better post-war world have content 
behind them. In addition, the plan in its broad outlines has the great 
advantage of simplicity. The concept of a single, all-embracing scheme, 
insuring the entire population against the major economic risks 0! 
life, providing uniform benefits adequate to live upon and financed 
by uniform contributions, can be understood by all. But for the econ 
mist interested in social insurance and allied measures the Report 
also exciting, because of the ground covered, the breadth of vision 


* Formerly a lecturer in the Graduate Department of Economics, Columbia University 
the author, as Chief of the Economic Security and Health Section of the National Re 
sources Planning Board, was Director of Research for the Board’s report on Security, Work 
and Relief Policies. 

* Social Insurance and Allied Services. Report by Sm Beverrpce. Americ 
edition reproduced photographically from the English edition and published by arrangt 
ment with His Majesty’s Stationery Office. (New York: Macmillan, 1942.) 
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and close reasoning of the author and the many implications of the 
proposals made. In terms of social insurance history it marks the end 
of one epoch and the beginning of another. 


I. The Main Outlines of the Plan 


It should be noted first of all that the Report is essentially concerned 
with assuring freedom from want, in so far as want is due to inter- 
ruptions of income or to the occurrence of costs unrelated to income 
to which all or the vast majority of the population are at some time 
or other liable. Despite frequent allusions to the necessity for more 
sweeping or far-reaching changes, such as the general proposals for a 
free medical service, or the reiterated emphasis upon the need for 
assurance of full employment, the body of the report and all its de- 
tailed proposals are limited to income maintenance. 

The specific risks against which the Plan would afford protection 
are very numerous. Sir William lists eight primary causes of need: 
unemployment, disability, loss of livelihood by a person not dependent 
on paid employment, retirement through age, marriage needs of a 
woman, funeral expenses, childhood and physical disease or inca- 
pacity. For all except the last, detailed provision is made. The special 
provision for married women’s needs is especially noteworthy.’ 

Not all of these risks are experienced by the entire population. The 
Report divides the population into six groups, each of which will be 
protected against the risk or risks common to that group as a whole, 
and each of which will pay a uniform contribution whose amount will 
depend upon the variety of risks insured against. The six classes are: 
(1) employees, i.e., persons whose normal occupation is employment 
under contract of service; (II) others gainfully occupied including 
employers, traders and independent workers of all kinds; (III) house- 
wives, i.e., married women of working age; (IV) others of working 
age not gainfully occupied; (V) those below working age; and (VI) 
those retired above working age. 

Persons in Class I will be insured against loss of income due to 
unemployment, disability (including occupational hazards) and in- 
ability to earn because of old age. Those in Class II will be insured 
against loss due to old age or permanent disability. Married women 
(Class III) will be protected against the extra costs of maternity, 
marriage, the risks of widowhood and separation and, as the partners of 


*In addition to the by now familiar protections against the loss of a breadwinner 
through widowhood or separation) and the interruptions of the husband’s earnings 
through unemployment, disability or retirement) the Report recognizes special needs of 
women incident to marriage and maternity and also provides for paid assistance to the 


housewife if she is physically incapacitated for household duties. 
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their husbands, will participate in old age, unemployment and disa. 
bility benefits. Persons in Class IV will be protected against income 
loss due to old age and permanent disability and, if dependent upoa 
breadwinner whose source of income has disappeared, they may 
secure training to fit them for paid employment. Those in Class V will 
receive children’s allowances which will be paid in respect of all chil. 
dren when the responsible parent is in receipt of insurance benefit or 
assistance and in respect of all except the first child in all other cases, 
Those in Class VI will receive pensions on retirement due to old age. 
Finally, the entire population will be protected against the two risks 
which are common to all regardless of family status, age, occupational 
classification or income—namely, ill-health and death—through a com- 
prehensive and free system of medical care and rehabilitation and by 
universal funeral benefits. 

The Report proposes to assure income and to meet extra family 
and personal costs of child bearing and death almost wholly through the 
device of social insurance, that is to say, by cash payments which can 
be claimed as a right by insured contributors and their families without 
undergoing a test of need. There are no work programs or special meas- 
ures for youth: the only detailed provision for anything other than 
a cash payment is the proposal that training should be a part of the 
provision made for certain specified groups. 

But while social insurance is to be the major instrument for securing 
income-maintenance, the Report recognizes that “it cannot be the only 
one . . . assistance is an indispensable supplement to social insurance, 
however the scope of the latter may be widened” (pp. 20-21). Accord- 
ingly, provision is made for a public assistance system which will give 
“cash payments conditioned upon proved need at the time, irrespec- 
tive of previous contributions but adjusted by consideration of indi- 
vidual circumstances.” This public assistance system will be the sole 
form of public aid available to needy persons in Classes II and IV who 
have been exempted from social insurance contributions because pos 
sessing an income of less than £75 a year, for those who cannot satisly 
the modest contributory requirements at the time of making a claim, 
and for those who have been disqualified from insurance by failure to 
comply with other requirements. At the same time it will always be 
available to supplement insurance benefits where special circumstances 
create abnormal needs, e.g., for special diet, household emergencies and 
the like. In view of the wide scope of the insurance system, the rile 
of public assistance will be relatively small, although for the nest 
twenty years it will be invoked extensively to supplement the pensions 
payable to the aged.° 


*A further, but minor exception to the general policy of providing security throug! 


1943 | 


Th 
based 
an in 
princi 
the e3 
of sul 
I 
benef 
adults 
costs 
graph 
The p 
perso 
ease; 
rate 0 

Th 
ance | 
whole 
the vs 


( 
I 


Fai 
gener: 
and a 
house 


benefits 
to aged 
reducti 
earning 


1943] BURNS: THE BEVERIDGE REPORT 515 


The income-maintenance benefits provided by the Plan are frankly 
based upon the principle that they should “secure for all normal cases 
an income adequate for subsistence” (p. 76). In conformity with this 
principle, the Plan differentiates between individual benefits only to 
the extent that there is a reasonable basis for assuming that the costs 
of subsistence are lower for some groups of individuals than for others, 
eg., married women living with their husbands would receive smaller 
benefits than single women, children receive smaller allowances than 
adults. And in view of the relatively slight geographical differences in 
costs of living for all items except rent, the Plan provides for no geo- 
graphical differentials in the money equivalent of the real standard. 
The principle of flat rates of benefit is departed from only in regard to 
persons permanently disabled as a result of industrial injury or dis- 
ease; for these, the benefit will be a percentage of wages or the flat 
rate of benefit, whichever is the larger. 

The financing of the scheme relies in large measure on social insur- 
ance principles. Sir William estimates that by 1945 the scheme as a 
whole would involve expenditures of £697 millions, divided between 
the various services as follows (p. 104): 


£ millions 

Unemployment benefit, including training benefit ...... 110 
Disability benefit other than industrial ............... 57 
Widows and guardians benefit ...................... 29 
Maternity grant and benefit and marriage benefit ...... 8 

National Assistance, including administration ......... 47 
Children’s Allowances, including administration ........ 113 
Health and Rehabilitation Services .................. 170 


Family allowances and public assistance are to be paid for out of 
general tax funds. But toward the cost of all other benefits employers 
and all individuals of working age other than non-gainfully employed 
housewives (who will be insured through their husbands) will pay a 


benefits payable as a right irrespective of the resources of the claimant occurs in regard 
to aged persons and widows whose benefits are to be reduced on account of earnings. The 
‘eduction will, in effect, allow them to retain a proportion, but not the whole, of their 


earnin 


ngs in addition to full benefit. 
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single contribution. The amount of the tax will depend upon the group indep 
to which the individual belongs, since this in turn will determine the the d 
range of benefits that can be claimed. Parlia 
The contributions of employers and workers will, however, pay Social 
only a part of the total costs, even excluding children’s allowances and which 
public assistance. The remainder is to be provided from the general with { 
tax revenues. Of the £697 millions, which includes the cost of both If 1 
children’s allowances and the projected national health service, 28 per adopt 
cent would come from workers’ contributions, 20 per cent from contri- Assur; 
butions from employers, 2 per cent from interest on existing social in- ranget 
surance funds, and SO per cent from the Exchequer. still sc 
The unified contribution from employers and workers is arrived at charac 
by a summation of contributions for the different types of benefits, the posed 
division of costs between the three parties varying considerably on sponsi 
each. Thus, while as already pointed out, the state pays 100 per cent author 
of the costs of children’s allowances and public assistance, it will bear from t 
one-third of the cost of unemployment benefit, one-sixth of the cost of the lo 
retirement, disability and maternity benefits and of industrial disability 
not covered by the special industrial levy, and will make up whatever ] 
may be the difference between the £40 millions of income from con- 
tributions to be earmarked for health services and the actual cost of Des 
these services. In addition, for both funeral benefits and retirement ters a1 
pensions the state will meet the costs of bringing in the existing popv- the we 
lation of all ages for the ordinary benefits at the flat rate of contribu- is littl 
tion. In the case of old age this will be a very substantial charge. pre-we 
The respective contributions of employer and worker also vary for his Re 
the different risks. Thus, the joint contribution is shared equally in schem 
regard to unemployment, disability (other than that covered by the ways i 
special industrial levy in industries scheduled as hazardous) and retire- ment { 
ment and widows’ pensions. On the other hand, insured persons pay It is 
the entire contribution for funeral, marriage and maternity grants, and should 
most of the contributory income earmarked for health services. evolut 
The administrative arrangements proposed are very simple. The monur 
central government will be responsible for the entire income-main- ihe re 
tenance program, to administer which a new Ministry of Social Security stratec 
is to be created. It will operate through its own local offices in each of adopte 
which there will be an Advice Bureau to which every person in doubt attack 
or difficulty can be referred and be put in touch with the various social “The 
services, official or unofficial, state or local, which may be appropriate statutory 
for his needs. 
There is also to be set up a Social Insurance Statutory Committee, for supp 
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independent of the Minister but with no executive powers. It will be 
the duty of this body to make reports on which the Minister and 
Parliament decide, upon such matters as the financial situation of the 
Social Insurance Fund, the adequacy of benefits, Rules and Regulations 
which are proposed by the Minister, and any other matters connected 
with the comprehensive program referred to it by the Minister.* 

If the proposal for the nationalization of industrial assurance is 
adopted, there will be created a new central agency, an Industrial 
\ssurance Board, to administer the program. The administrative ar- 
rangements proposed for the contemplated national health service are 
still somewhat vague, as would be expected in view of the very general 
character of the plan as outlined in the Report. It is, however, pro- 
posed that at the central level the Ministry of Health should be re- 
sponsible for the program. Just what part will be played by the local 
authorities will depend upon the character of the schemie that results 
from the negotiations now under way between the medical profession, 
the local authorities, and the government. 


II. The Relationship of the Proposals to the Existing System 


Despite the claims that have been made for the Report in some quar- 
ters and Sir William’s own statement that “A revolutionary moment in 
the world’s history is a time for revolutions, not patching” (p. 6), there 
is little that is revolutionary in terms of the British background and 
pre-war environment. Sir William himself has more truly described 
his Report when, after summarizing the features common to the new 
scheme and the old, he states: ““The scheme proposed here is in some 
ways a revolution, but in more important ways it is a natural develop- 
ment from the past” (p. 17). 

It is no disparagement of Sir William’s brilliant work to say that it 
should rather be regarded as the culmination of thirty years of policy 
evolution which began with the famous Poor Law Report of 1909. That 
monumental Report was epoch-making in two respects. It placed upon 
the record the shocking facts of poverty and destitution and demon- 
strated the futility of the social measures which had hitherto been 
adopted for combatting these evils. And it proposed new methods of 
attack upon the problem which involved a sharp departure from the 


‘The Plan further envisages the creation in every industry scheduled as hazardous of 
‘tatutory associations of employers and workers. Subject to the approval of the Ministry 
of Social Security, these bodies will be responsible for drawing up, and to some extent 
administering, plans for the reduction of industrial hazards in their own industries, and 
‘or supplementary benefits for injured workers. 
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old undifferentiated and unconstructive approach of the poor law (or or hou 
general relief) system. obviat 

In the succeeding years the “break-up of the Poor Law” or, to use ance, 
American terminology, the categorization of dependency, proceeded of une 
very far. Sir William himself contributed materially through the ip. of wo! 
troduction of Unemployment Insurance in 1911. One by one various surant 
groups—the unemployed, the aged, the sick—were removed from the ment | 
ambit of the Poor Law and given special treatment, which increasingly Ove 
over the years took the form of Social Insurance. under 

Taken as a whole, the present system bears very favorable compari- ence | 
son with that in any other part of the world, except perhaps New volum 
Zealand, for there are no serious gaps in protection which result in a of the 
denial of basic security to any needy individual. But the emphasis is for ar 
still on palliative rather than on preventive measures, on income- Public 
maintenance rather than on eradication of the evils that give rise to a very \ 
need for socially provided income. public 

Furthermore, as a result of the piecemeal manner in which reforms Boarc 
were carried through over thirty years, the system today exhibits Cg., § 
inconsistencies and anomalies. New programs have been superimposed subjec 
on old, and the rationality of the differing treatment given to groups in applic 
need for various causes is no longer apparent. Concessions made to were | 
certain interest groups at the inception of certain programs have sur- ward 
vived long beyond the period for which they were a necessary expedi- Th 
ent, and now impede both efficient service and economical administra- to be 
tion. Administrative arrangements and restrictive clauses, inevitable curity 
when programs were first introduced with limited coverage, have not subsis 
been modified in the light of the potentialities of the increasingly com- dence 
prehensive scheme. It is noteworthy that the need for a more rational for e3 
organization of the income-maintenance services was strongly empha- memo 
sized by almost every organization which presented evidence to the ganiz: 
Beveridge Committee. Liber 

At the same time there has been a remarkable change in British that b 
public opinion over the last thirty years as to the responsibility of the stand 
community toward the economically insecure and as to the form public Comn 
provision should take. The change has primarily been due to increasing which 
familiarity with, and growing confidence in, the principle of social Tn 
insurance. The concept of a right to stated benefits and services which tional 
was introduced in 1911 represented a sharp departure from the older consis 
view that poverty was the fault of the individual, and that assistance devel 
when needed should be given through the Poor Law under deterrent the re 
conditions. To the vast majority of British workers this deterrent treat- lormi 
ment has come to be identified with the requirement to undergo a family Th 
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or household test of need (the means test), and social insurance, which 
obviates this necessity, has been highly prized accordingly. Social insur- 
ance, originally introduced for limited types of risks and, in the case 
of unemployment insurance, for a relatively small and selected group 
of workers only, was accepted because of its analogy with private in- 
surance and because the economic risk due to any possible encourage- 
ment of personal irresponsibility seemed carefully circumscribed. 

Over the last 30 years, however, the contrast between treatment 
under the Poor Law and under social insurance, and the very conveni- 
ence of the latter instrument for handling a large and unexpected 
volume of unemployment, led to insistent pressure for the extension 
of the insurance system, or, when this was found socially inexpedient, 
for an improvement in the character of the alternative Poor Law or 
Public Assistance. As a result, by 1940, social insurance was in fact 
very widely utilized to assure income maintenance. And the system of 
public assistance, as operated for instance by the National Assistance 
Board, had come to possess many of the features of social insurance, 
eg., Statutory scales of allowances, a greatly modified test of need 
subject to many legally exempted items, and rights of appeal for the 
applicant. Simultaneously, this revised assistance system, whose scales 
were necessarily based on costs of subsistence, began to exert an up- 
ward pressure on social insurance benefits. 

Thus, by the outbreak of the war, not only had social insurance come 
to be accepted as the most desirable method for providing income se- 
curity but also the view that benefits should cover the normal costs of 
subsistence was receiving a growing measure of approval. The evi- 
dence submitted to the Committee shows this very clearly. Demands 
for extension of social insurance coverage figured prominently in the 
memoranda submitted by the various organizations, while four or- 
ganizations (Political and Economic Planning, the Fabian Society, the 
Liberal Party Committee and the National Council of Women) urged 
that benefits for all programs should be at a subsistence or human needs 
standard, while the Trades Union Congress and the Parliamentary 
Committee of the Codperative Congress urged money rates of benefits 
which exceeded those suggested in the Report. 

In this context it can be seen that the Beveridge Report is evolu- 
tionary, rather than revolutionary. The great contribution of the author 
consists in his recognition of the fact that the end of one stage of 
development had in fact been reached and that the time was ripe for 
the reorganization and new unification of the various programs in con- 
lormity with the changed social attitudes. 

The most noteworthy departures from past policies in the Beveridge 
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Report are (1) the introduction of the principle of public participation (2 
in the costs of rearing all children (as against merely the children of and 
persons dependent on public aid), (2) the suggestion that the state ing | 
should take over funeral benefit insurance and small life assurance up his P 
to £300 (industrial assurance), and (3) the frank acceptance of the essel 
doctrine that the benefits of all the income-maintenance programs men! 
should be based upon the normal costs of subsistence. A fourth major pect! 
innovation, the proposed comprehensive and free health service, will by a 
not be discussed here because, except for a rough estimate of its costs, in re 
it is referred to only in broad and general terms in the Report. offer 

(1) The proposal to provide children’s allowance from general tax as a 
funds for all children in excess of one, in the case of parents not Ac 
receiving insurance benefit or assistance, and for all children of parents favol 
in receipt of some form of public aid, has received a wide measure of insur 
approval in Great Britain and was among the proposals formally ac- inqu 
cepted by the government. Even the trade unionists which until re. Rept 
cently had opposed children’s allowances for fear of their possible syste 
disadvantageous repercussions on wage levels have come round to ap- beyo 
proval of the plan. Such unanimity of approval is not surprising to those teriz 
who are familiar with the British background. Quite apart from those polic 
who, like Miss Eleanor Rathbone and Sir William himself, have urged Tl 
this policy on general principles for over twenty years, the pressure for up t 
children’s allowances has been greatly intensified by the expanded con- lune! 
cept of social insurance and by the war. “yy 

1S 


The increase in the money value of social insurance benefits and the 


provision of benefits for dependents had created real problems of 
disproportionality between wages and benefit in the case of low-paid trial 
and prolific workers, which had caused growing concern in the last in an 
ten years. (See, for example, the Reports of the Unemployment Insur- woul 
ance Statutory Committee around 1937.) Hitherto the problem had (9 
been experienced mainly in unemployment insurance and assistance, prop 
but adoption of the Beveridge proposals to raise benefits on health in #™ the n 
surance and workmen’s compensation and to increase the real and the ¢ 
money levels of benefits even on unemployment insurance (especially nect 
for children) means that the problem can no longer be ignored. Even Was ( 
before the war it was evident what the British answer would be: the ment 
doctrine of maintenance had secured such acceptance that a reduction publi 
in benefits or the use of a wage stop clause was out of the question. 
The alternative was to increase the social adequacy of the wage sy cannot 
tem by providing allowances for all children. To this evolutionary pre> i : 
sure has been added a growing population consciousness due to the chance 
war.® the to 
ving 


*In the words of Sir William, “With its present rate of reproduction the British rac 
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(2) The suggestion that the state should take over funeral insurance 
and industrial assurance up to £300 represents a departure from exist- 
ing British policy of a different kind. Here Sir William appears to base 
his plea for an extension of public enterprise less on the grounds of the 
essentiality of this step to assure freedom from want than on the argu- 
ment that certain types of services of which these are examples are 
peculiarly suited to public operation. Such services are characterized 
by a widespread demand for them, by being articles as to whose value 
in relation to other things it is difficult for the buyer to judge, and by 
offering the possibility of great administrative economies if operated 
as a state monopoly. 

Accepting this view of the criteria for state operation, the case in 
favor of nationalizing industrial assurance and other forms of funeral 
insurance is strong. Drawing on an extensive series of committees of 
inquiry (the findings of which are summarized in an Appendix to the 
Report), Sir William has little difficulty in showing that the existing 
system of industrial assurance is wasteful, and pushed to a point 
beyond the interests of the public as buyers of insurance. It is charac- 
terized by excessive costs of administration, and the proportion of 
policies failing to reach maturity is staggeringly high. 

The proposal that the state should take over all small life assurance 
up to £300 and not merely the smaller proportion which is primarily 
funeral insurance is regarded by Sir William as among his “bracketed 
recommendations”; .e., those which are not absolutely vital to the plan. 
His supporting argument rests partly on the general reasoning given 
above and partly on administrative expediency: namely, that indus- 
trial assurance is so closely associated with funeral insurance, which is 
in any case to become a state undertaking, that a separation of the two 
would be very difficult. 

(3) The third major change introduced by the Beveridge Plan, the 
proposal that all the income-maintenance services should be based upon 
the normal costs of subsistence, is of fundamental importance. Hitherto 
the oficial position has always been that there was no necessary con- 
nection between the two, despite the developments to which attention 
was drawn above, and which by the early 1930’s had caused unemploy- 
ment benefits to compare very favorably with the great majority of 
public assistance scales which were admittedly on a maintenance 


‘annot continue: means of reversing the recent course of the birth rate must be found 

. children’s allowances can help to restore the birth rate, both by making it possible for 
parents who desire more children to bring them into the world without damaging the 
chances of those already born, and as a signal of the national interest in children, setting 
‘he tone of public opinion . . . the small families of teday make it necessary that every 
iving child should receive the best care that can be given to it” (p. 154). 
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basis. Nevertheless, the dependents’ benefits, even on Unemployment 
Insurance and especially those for children, were below the costs of 
subsistence, and the benefits of the two other major insurances—old age 
and survivors’ pensions and health insurance—continued to be far 
below this level. One consequence of this situation has been a sub. 
stantial amount of supplementation of insurance benefit by public 
assistance, especially for the aged and the sick. 


In addition to these three major innovations, the Beveridge Report 
involves a number of other important changes in the existing British 
social security system. It expands the coverage of the insurance sys. 
tem, not only by widening the area of risks covered—as in the case of 
children’s allowance and death benefits—but it also increases the nun- 
ber of persons covered by the scheme. The latter change involves the 
abolition of the present income limit for non-manual workers (which 
has already been raised from £250 per annum to £420 per annum since 
the war began) and the addition of the self-employed and all other per- 
sons of working age even if not gainfully employed, unless specifically 
exempted because not possessing an annual income of more than £75. 

The extension of coverage involved in the recognition of the special 
needs of married women is perhaps less of a change than Sir William 
claims. Even under the present inadequate health insurance system 
there is a lump sum maternity grant: here the change involves merely 
a doubling of the amount previously granted. Payment of the marriage 
grant to women who were gainfully employed before marriage and o/ 
double sickness benefit during maternity to gainfully employed married 
women appear to be devices, less for the recognition of new risks, than 
compensations for the fact that the proposed unemployment and dis- 
ability payments for working wives are less favorable than those for 
single working women. 

From many points of view, however, the most striking achievement 
of the Report is the proposed unification and integration of the exist- 
ing patchwork of income-maintenance services. This involves several 
important changes. 

It first involves bringing together in one unified scheme, ov 
erned by common principles and subordinated to common objectives, 
all the previously independent insurance programs. For unemployment, 
old age and non-industrially caused disability the proposal involves 00 
fundamental change in approach but merely a rationalization and un 
fication of existing qualifying conditions and benefit rates, a matter 
which will be discussed in more detail below. But for funeral insurance, 
as already pointed out, the change involves the addition of a new state 
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service, while for workmen’s compensation the proposals mean com- 
plete supersession of the existing program and inclusion of provision 
for industrial accident and disease within the unified social insurance 


scheme. 
As in the United States, the arrangements made in Great Britain 


§ for protection of workers against income loss due to industrially caused 


disabilities have always operated on principles that differed from those 
governing protection against old-age, unemployment or general dis- 
ability. Whatever gains the system may have represented over the 
arrangements in force at the end of last century, they are more than 
outbalanced by outstanding weaknesses, especially when the scheme 
has to stand comparison with the newer social insurance programs 
which have been introduced in the interim. In the words of Sir Wil- 
liam, the case for supersession of workmen’s compensation rests “not 
on a denial of any good in the present system, but on the possibility of 
replacing it by a better system” (p. 36). It is accordingly proposed that 
the general disability insurance program should provide benefits for 
loss of earning power due to disability, however caused, and that all 
persons should be entitled to medical treatment and rehabilitation 
through the new national health service. This latter proposal is a really 
progressive step, for it was the outstanding weakness of the old work- 


Bmen’s compensation arrangements that they made no provision for 


medical care and restoration of earning power, and the facilities avail- 
able under the existing general health insurance program, which were 
all the worker could claim, were sadly inadequate. 

Although the Plan would thus subsume industrial health risks under 
the unified general scheme, two concessions to the traditional approach 
are made. The pensions payable in case of prolonged disability due to 
industrial causes are to be based upon a different principle from all 
other benefits, and although both workers and employers will share 
in the costs of the scheme there will be an additional industrial levy 
imposed on employers in industries scheduled as hazardous, to meet a 
proportion of the costs both of disability benefits and industrial pen- 
sions in these industries. 

The second big change which will be caused by the unified 


‘The system places upon each employer a legal liability to compensate any employee for 
8 of earning capacity due to accident or industrial disease and provides compensation 
trespective of any direct or indirect negligence of the employer and in spite of negligence 
by the employee Compensation is accordingly based on the principle of a division of loss 
bet ween the employer and the employee and relates the amount, subject to a maximum, 

the average earnings of the employee. The employer may insure himself against his 


as in any way he pleases or, except in coal mining since 1934, he may not insure 
at all 
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scheme proposed in the report is a removal of anomalous benefit pro. 
visions. As the Report points out: “An adult insured man with a wile 
and two children receives 38 shillings per week should he becom 
unemployed: if after some weeks of unemployment he becomes sick 
and not available for work his insurance income falls to 18 shillings, 
On the other hand a youth of 17 obtains 9 shillings when he is yp. 
employed, but should he become sick his insurance rises to 12 shilling 
per week” (p. 6). Similarly, the benefits, both medical and cash, r. 
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ceived by workers from the health insurance program to which all MM of twe 
workers contribute equally vary from worker to worker, depending HM age pr 
on the financial status of the Approved Society of which each is a MiB age, w 
member. And, while the tests of need applicable to persons seeking HM needs . 
public assistance have been increasingly unified because of the growing The 
scope of the clientele of the Assistance Board, there are still three HB ices in 
different standards of need administered by the central government (MM {ar as 
(for unemployment assistance, for non-contributory pensions, and for HR owing 
supplementary pensions), while those for general public assistance HM worker 
vary from one county to another. of the 
The Beveridge Plan would replace this heterogeneity by a system i employ 
of uniform insurance benefits for all major risks, differing only because HM or all « 
of the differing subsistence needs of certain groups, plus a single public § workm 
assistance program applying a uniform test. The standard rate of bene- HM necessa 
fit, determined on the basis of budgetary and cost-of-living studies and 9 risks o 
the results of social surveys, is 24 shillings for a single man or woman, 
40 shillings for a man and wife, and provides 8 shillings for each child The 
whether income loss is due to short- or long-period unemployment, MM the vai 
temporary or permanent disability or old age. The proposed rates in- @™ depart 
volve some increase in existing unemployment benefits but the most @ will str 
notable change is in health insurance where the old permanent disability @™ respon: 
benefit for a man, wife and two children is raised from 10 shillings 6 MM tively : 
pence to 56 shillings. In addition, the Plan would abolish the pre-wa! 3M surance 
differential between agricultural and general unemployment beneiits, MM sponsib 
and between the benefits payable to single men and single women. there w 
There are, however, three exceptions to this uniformity: (a) Fo JM too ha 
permanent industrial disability the benefits are to be equal to ‘he i central 
greater of this uniform sum or two-thirds of previous earnings (up ' 9 creation 
a maximum of 60 shillings) plus children’s allowances. The argumen!s Mi govern: 
in support of this proposal are not very convincing and it seems likely upon n 
that the provision is a concession to the strength of trade-union feeling. i Whiteh 
(b) Lower benefits for unemployment and disability are payable \ 9M old age 
gainfully employed married women on the ground that their sub- HM fore, th 
sistence needs are less, because housing accommodation will be provided MM shrunk 
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by the husband’s earnings or benefit and that, in any case, married 
fe women should not complain because they are the major beneficiaries 
¢ MAE of the maternity benefits (which are 50 per cent above the unemploy- 
+ HB ment or disability rate) although they pay no more in contributions 
s, Mm than single women. “.. . in the unified scheme the balance of contri- 
1- Ma butions and benefits must be looked at as a whole and not individually. 
0: Me In that scheme housewives cannot complain of inequity” (p. 51). 
e c) The full rates of benefit for the aged will be reached only at the end 


il] HB of twenty years, primarily because of the relative costliness of the old 
g ME age program and because “It is dangerous to be in any way lavish to old 
a Mapage, until adequate provision has been assured for all other vital 
ng Mmneeds...” (p. 92). 

ng The third step toward unification of the existing maintenance serv- 
ee Ma ices involves a unification of all social insurance contributions. So 
ot Mm {ar as existing programs are concerned, the change is not very great: 
ot Me owing to the merging of contributions for old age and sickness, the 


ce Mm workers and employers today pay two contributions only. The effect 

of the various proposals outlined above will mean that in the future 
m fam employers will pay to the state as part of the unified contributions some 
is¢ Mm or all of the payments previously made as private insurance against 
lic # workmen’s compensation risks, while workers will no longer find it 
i MB necessary to pay additional sums for private insurance against the 
ad @ risks of ill-health and the costs of funerals. 


ild The proposals for unifying and rationalizing the administration of 
nt, the various social insurances and related services involve far-reaching 
in- @@ departures from existing British practice. Nevertheless, the one which 
ist GR will strike Americans as most novel—namely, the vesting of complete 
ity #M esponsibility in the hands of the central government—involves a rela- 
6 MM tively slight change from the present British situation. The social in- 
jal MM Surances ever since their inception have been the administrative re- 
ts, MM sponsibility of the central government, even in health insurance where 

there was very great delegation of powers to the Approved Societies. So 
‘ot @ ‘00 have non-contributory old age pensions. The vital step toward 
he @™ centralization of all public aid services was taken in 1934, when, by the 
(0M creation of the then Unemployment Assistance Board, the central 
its MH government undertook sole responsibility for a major service based 
ely HM upon need. This was followed soon after the war by a transfer to 
ng. Whitehall of the program for supplementing, on the basis of need, the 
10 old age pensions both contributory and non-contributory. Today, there- 
ib HM fore, the public aid responsibilites of the British local authorities have 
ied SM shrunk to almost insignificant proportions. 
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The more significant changes, in British terms, involve (1) the sy. 
persession of the Approved Societies as administrators of the healt) 
insurance program and (2) the proposed creation of a new Ministry 
of Social Security which would take over the income maintenang 
services now divided between various Whitehall departments. 

The use of largely autonomous Approved Societies as the major 
administrative agents for health insurance had been a concession to the 
powerful Friendly Societies at the time the scheme was introduced, 
Sir William urges their supersession on the grounds (a) that, becauy 
the privilege was extended to private insurance companies, the ar- 
rangement has not in fact operated as a vehicle for self-government, BIR ;< has, 
which was originally a powerful argument for their use; (b) that their The 
existence has led to gross inequalities of treatment as between insured HB jntrod 
individuals and impedes improvement in the quality of service for all: 
(c) that their retention leads to unnecessarily high administrative costs 


tirely 


tion sé 


full en 
and is an obstacle to unification of the whole social insurance system. HB ¥y!) ep 
The second novel administrative change proposed is the creation ition t} 
of a Ministry of Social Security. At the present time central responsi- BR js assy 
bility for the various public aid programs is divided among five White MiB an ana 
hall agencies.’ The new Ministry would take over all their functions, BB have } 
except responsibility for medical care which would remain with the Mi¥kind h 
Ministry of Health, and would also take over from the local authorities BR sidera| 
all their remaining public aid functions other than treatment and serv- Hi cent. 
ices of an institutional character. Sir William leaves undecided the Ac: 
appropriate location of the Employment Service, now under the Minis His in 
try of Labor, although apparently leaning to the view that it should Giants 
be transferred to the new Ministry. attack. 
{ 
III. Major Problems Raised by the Report ut 
Inevitably a plan of such scope, and concerned with one of the MMM produc 
major problems of our times, raises many fundamental economic and MBa volur 
social problems. Only four will be touched upon here: (1) Will the Mi can be 
plan if adopted abolish want? (2) What will be its effect upon entel BAM genera 
prise, including the enterprise of government? (3) Is the plan financial are to 
ly feasible? (4) Is the specific technique proposed, almost exclusiv¢ MM before 
reliance upon socal insurance, technically workable? vield t 
(1) On the major question whether adoption of the Beveridge Pla) Hi¥ Unemy 
will bring about freedom from want, Sir William’s answer is not & Hi tion by 
Ministry of Labour (unemployment insurance); the semi-autonomous Assistant 
Board (unemployment assistance and supplementary pensions); the Ministry of Health minimt 
(national health insurance, contributory old age and survivors’ pensions and some pub Dlete s 
assistance supervision); the Home Office (workmen’s compensation); the Customs and additio 


Excise Department (non-contributory old age and blind pensions). 


‘ 
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tirely clear. At one point he emphatically states that “it is clear that 
abolition of want by redistribution of income is within our means” 
(p. 167), and from the context it is evident that he is thinking of 
“means” in basic economic, rather than money, terms. On the other 
hand he asserts that whether or not freedom from want is a feasible 
post-war aim depends not only on the preparation and adoption of a 
social security plan such as he proposes, but also on continuing inter- 
national economic codperation and on readjustments in the British post- 
war economy so as to secure full employment (p. 168). And he fre- 
quently refers to “the assumptions on which the Social Security Plan 
is based.” 

These reiterated assumptions are that children’s allowances will be 
introduced, that a free and comprehensive health and rehabilita- 
tion service will be created, and that steps will be taken to maintain 
full employment (p. 120 and all of Part V). The assumption regarding 
full employment, in particular, has been cited in support of the allega- 
tion that the author himself admits his plan is impractical unless this 
is assured. In fact, however, Sir William specifically demonstrates by 
an analysis of data relating to the years 1936 and 1937, that want could 
have been abolished before the war by a redistribution of income of the 
kind he has in mind (pp. 165-66), even when unemployment was con- 
siderably in excess of his assumed “full employment norm” of 8% per 
cent. 

A careful reading of the Report suggests that the author’s position 
is in reality somewhat as follows: First, “want is only one of five 
Giants on the road of reconstruction and in some ways the easiest to 
attack. The others are Disease, Ignorance, Squalor and Idleness” 
(p. 6). Second, freedom from want in turn involves two steps: a redis- 
tribution of income within and between classes and a general level of 
production sufficiently high so that the resulting share of each will yield 
a volume of goods and services adequate for basic needs. Redistribution 
can be assured through social insurance and children’s allowances. The 
general level of production is already so high that unless the British 
are to be very much poorer in real economic terms than they were 
before the war, which he argues is unlikely, a redistribution would 
yield to all an income sufficient for subsistence as he has defined it. 
Unemployment would of course pull down the general level of produc- 
ion but here again it is argued that it would have to be very greatly 
in excess of the assumed 8% per cent to endanger the subsistence 
minimum. Want is, however, only one of the evils of our time. A com- 
Plete solution of the problems of reconstruction will call for measures 
additional to a plan for Social Security; namely, health services, a 
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policy of full employment, a broad housing program, and an educational toucl 
campaign to teach people how to use their incomes more efficiently and to ta 
to appreciate the fact that the expanded community responsibilities for sion 
the individual carry with them obligations on the part of the individual posal 
to contribute to the well-being of the community. tries. 

Throughout the Report Sir William makes a very good case for the So 
assertion that freedom from want can be assured by adoption of his to eff 
plan now, or in the forecastable post-war future. The current confusion Plan 
and misunderstanding of his position on this vital question, seems, if ployn 
the above interpretation be correct, to be due to his failure always to 9 Sir W 
make it sufficiently clear whether his “assumptions” relate to the Plan benefi 
for Social Security, to the attainment of freedom from want, or to ing pl 
the broader objective of overcoming all five of the evils to which he @ all toc 
has drawn attention. Furthermore, the treatment of children’s allow- tive p 
ances and full employment as assumptions of the Plan for Social Se- suppo 
curity does not seem in keeping with his own analysis of the problem The 
of want and the remedies called for. It would follow from his analysis i indefir 
of the need for a double redistribution of incomes that children’s @ prolon 
allowances are an essential part of the Plan itself, as Sir William that r¢ 
admits, at one point (p. 112), while full employment is primarily di- § wdert 
rected against another of the “Giants,” namely idleness, and only in ticable 
secondary degree is it an assumption underlying the Plan. Finally, if § ‘housa 
attention was to be drawn to the other measures necessary to combat @ "res, u 
the remaining four “Giants” (Disease, Ignorance, Squalor and Idle. @ ° this 
ness), it is difficult to see why he selects only measures concerning the (3) 
first and the last and fails to elevate Educational Policy and Housing @ ‘eceive 
to an importance equal to Health Measures and Full Employment. that Si 

(2) What of the effects of the adoption of the Plan upon enterprise’ becaus 
Here Sir William has less that is convincing to say. Obviously, much It shou 
will depend upon the differential between the guaranteed minimum in- @ ‘timat 
come and the level of money wages. No comparison is given between ‘basis 
the new levels of benefit and present and probable future wage distribu- with in 
tions. It seems likely, however, that at least for workers in agriculture than is 
and for other low-paid workers the differential may be very small (2 i °! the . 
possibility which, as shown below, is recognized by the author). It # the Rey 
would seem that on the whole Sir William relies partly upon the past Beca 
behavior of British workers, partly on certain controls within the insur- made ‘“ 
ance system itself, and partly on a hope that any possible losses due to im Ol the p 
diminished enterprise will be more than offset by the greater enetsy Mm *“At w 
and vigor that would characterize a more healthy and better fed pop!” le rhe 
lation. For the 

The effect of the plan upon the initiative of employers is only lightly HM wel repai 
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touched upon,® although in the case of industrial accidents the incentive 
to take all possible steps to reduce risks is retained through the provi- 
sion for special assessments against hazardous industries and the pro- 
posal to vest in boards of employers and workers in individual indus- 
tries direct responsibility for proposing positive controls. 

So far as government is concerned, and particularly the enterprise 
to effectuate a policy of full employment, there is one aspect of the 
Plan which is very questionable, namely, the proposal to pay unem- 
ployment insurance for as long as a man is unemployed. In past years 
Sir William was among the foremost critics of the system of unlimited 
benefit that prevailed from 1927 to 1931, on the ground that by relax- 
ing public pressure this simple device for meeting income loss made it 
all too easy for an unenterprising government to evade adopting posi- 
tive policies for the reduction of unemployment. The arguments in 
support of this criticism were, and remain, convincing. 

There is another undesirable repercussion of the policy of paying 
indefinite unemployment insurance benefit: the demoralizing effects of 
prolonged idleness with an assured cash income. Sir William proposes 
that receipt of extended benefit be accompanied by the requirement to 
undertake training, but he later admits that “this proposal is imprac- 
ticable if it has to be applied to men by the million or the hundred 
thousand” (p. 163). All past British experience with training meas- 
ures, unaccompanied by adequate work programs, bears out the truth 
of this judgment, even if the trainees number only a few thousands. 

(3) The narrowly financial problems raised by the Plan have so far 
received major attention from critics. It is a real merit of the Report 
that Sir William quantifies his proposals, a task which is the easier 
because the Plan involves the entire population and uniform benefits. 
It should be noted, however, that the provisional character of the cost 
estimates is again and again emphasized. They are put forward as a 
‘basis for discussion only.” Although Britain’s thirty years’ experience 
with insurance programs provides a firmer basis for estimating costs 
than is available, for example, in the United States, a careful reading 
of the Actuary’s Report (Appendix A), which is an essential part of 
the Report as a whole, reveals how wide is the probable margin of error. 

Because of the uncertainty surrounding war casualties no attempt is 
made “to adjust for the effect of the war on the size and constitution 
oi the population surviving at its termination, and consequently on the 

*“At whatever reasonable point the employer’s contribution is fixed, it is a small part 
his total bill for labour and his costs of production; it is a sign of an interest which 
should feel and does feel in the men whose work comes under his control” (p. 119). 


Pe the employers the plan imposes an addition to their costs for labor which should t be 
Well repaid by the greater efficiency and content which they secure” (p. 167). 
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births and the population in the ensuing period” (p. 180). This yp. giver 
known element is of particular importance in the old age and survivors’ stanc 
program and for children’s allowances. The latter is roughly estimated woul 
to account for £113 millions of the total expenditure of £697 in 1945, 1938 
but no attempt has been made “to measure the possible effect on the assur 
fertility rates in future of changes in economic and social conditions Th 
as they may be affected, inter alia, by the grant of universal children’s by w 
allowances” (p. 180). to 4 

On two of the programs, public assistance and the health service, the exper 
estimates are admittedly little better than guesses.’ Again, the costs at- HMB cal c 
tributable to unemployment risks are based upon an assumed post-war amou 
rate of unemployment of 8% per cent (the equivalent of 10 per cent posed 
in industries at present subject to unemployment insurance). In fact, prese 
unemployment in the period between the two world wars was greatly achie’ 
in excess of this level, and the Statutory Committee on Unemployment worke 
Insurance had adopted an average of 15 per cent as a reasonable figure this e 
in evaluating the financial status of the Fund in the thirties. The reduc- have 
tion to 8% per cent follows from Sir William’s assumption of the adop- Th 
tion of full employment policies, but on this basis 8% per cent seems HM schen 
an unduly pessimistic figure. Even the estimates of disability and old 9M by 1° 
age insurance costs are subject to a serious margin of error. The first # again. 
involves a guess as to the effects of a comprehensive health and rehabili- Hi taxpa 
tation service on claims for disability benefits, in regard to which the HM as ag: 
actuary remarks, “The position is definitely speculative”; while the HM they \ 
second calls for forecasts of the effect of inducements to postpone for all 
retirement on the actual age of retirement. social 

Attention is drawn to these uncertainties, not in criticism of the The 
author for presenting estimates, but to underline their provisional chat- @%™ millioy 
acter and to indicate to how large an extent the task of the actuary in MM of pri 
preparing social insurance estimates involves the making of economic HM compe 
and social judgments. Sir W 

In any case, in discussing the financial burden it is important !0 3 not ve 
recall that the Plan is fundamentally a redistribution of income both MM all th 
within and between social classes. So long, therefore, as the sum to be HM these ; 
redistributed does not exceed the total national income the problem mark 
is really one of whether the people as a whole are willing to devote any 9 is desi 

*The figure of £5,000,000 for public assistance other than assistance pensions “is a token "In fi 
figure covering a number of categories. .. . There are no means of assessing the probable and ship 
cost with any precision” (p. 200). Regarding the much more important item for the healt that has 
service it is stated only that “a precise estimate cannot be formed” and that “after con- "The 
sultation with the Ministry of Health and the Department of Health for Scotland 4 in payn 
round figure of £170,000,000 has been taken as a suitable measure for this purpo insuranc, 


(p. 201). reserve 
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given proportion of the total available income to ensuring a minimum 
standard of living for everyone. The 1945 expenditure under the Plan 
would amount to some 12 per cent of the national income (assuming the 
1938 level increased by 25 per cent in accordance with the price rise 
assumed in fixing the benefits under the Plan).”° 

The Report proposes to increase the contribution provided directly 
by workers from 1 shilling 7 pence (nearly 2 shillings at 1945 prices) 
to 4 shillings 3 pence weekly. But as Sir William shows, in 1937-38, 
expenditures per adult man for private insurance premiums and medi- 
cal care (much of which would be unnecessary under the Plan) 
amounted to almost twice the state insurance contributions. The pro- 
posed 4 shillings 3 pence, therefore, involves a net reduction of the 
present proportion of income typically earmarked by workers for the 
achievement of security. If further evidence were needed that British 
workers are willing to devote a substantial proportion of income to 
this end, it is provided by the great enthusiasm with which workers 
have greeted the Beveridge Plan. 

The expenditure from public funds, as compared with the existing 
scheme, involves an increase of £86 millions, or a little over 30 per cent, 
by 1945 and £254 millions, or almost 96 per cent by 1965." Here 
again, the question is not one of ability but of will: How far will the 
taxpayers as a whole be prepared to devote this sum to abolishing want 
as against other possible objects of expenditure? Sir William believes 
they will, because his plan involves putting first things first: “bread 
for all before cake for anyone.” Obviously the question is one for the 
social historian, not the economist. 

The price to be paid by employers, which will increase from £83 
millions to £137, or by about 69 per cent, is also in part replacement 
of private by public insurance premiums (through the new workmen’s 
compensation arrangements). Here, more opposition is likely to be met. 
‘ir William’s arguments for retention of the payroll tax are, indeed, 
hot very convincing except in regard to industrial disability. He admits 


all the familiar objections, both social and economic, but feels that 


these are outweighed by the idea that the employers’ contribution is a 
mark of the concern felt by employers for their workers and because it 
is desirable “to give to employers a definite status, based on contribu- 


"In fact it may prove less than this for it seems likely that the loss in foreign investment 
_ shipping income, etc., may be outbalanced by the significant increase in productivity 
on has occurred during the war and by fuller employment. 

The real increase in the Exchequer liability lies between these figures. The sharp rise 
‘ payments is due to present underpayments by the state for old age and survivors’ 


‘surance in accordance with financial arrangements to avoid the accumulation of a 
reserve 
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tions, for making representations as to the administration of sociaj deali 
insurance and its possible improvement” (p. 109). It is a pity that the bene 
author, in the course of his sweeping reorganizations, did not seize the seem 
opportunity to eliminate what has always been a questionable feature effec 
of social insurance financing, which was defensible only so long as hensi 
social insurance was a novel form of public aid, and only so long as the presé 
risks insured against were narrowly industrial, the group covered was sugge 
fraction of the population, and the real incidence of the payroll tax was the fi 
not widely understood. come 


(4) There remains the final question whether a single system paying 
uniform benefits is an appropriate instrument (as compared with other 
social devices) for bringing about freedom from want. Analysis of the 
Report reveals that the author has some doubts. Despite the relative 
homogeneity of costs of living and wage rates (as compared, for exam- 
ple, with the United States) there are none the less important differen- 
tials, notably in rent and between levels of remuneration in agriculture 
and industry. 

When typical working families’ expenditures on rent range from 4 
shillings 7 pence in agricultural areas to 16 shillings in London, it is 
difficult to see how subsistence, and no more than subsistence, can be 
provided through a uniform money payment. Sir William pins his hopes 
on a vast housing program. Similarly, the lower wage levels in agricul- 
ture create difficulties both in regard to the uniform contribution, which 
will be quite onerous, and to the uniform payment, which may be dan- 
gerously close to agricultural wages. Sir William replies that “it seems 
right to base social security for the future on the assumption that agri- 
culture will have a status equal to that of other industries in respect of 
terms and conditions of service” (p. 62). One can hazard the guess that 
in both cases the more likely alternative is an introduction of geo- 
graphical (or urbanization) and occupational differentials. Sir William 
provides for this possibility through subsequent recommendations to be 
made by the Social Insurance Statutory Committee. But it should be 
noted that this will involve a sacrifice of that simplicity which is one 
of the popular features of the Plan.” 


Sir William is undoubtedly right in thinking that his countrymen 
care greatly about the abolition of want. He has offered them a rational 
and orderly program. Some portions of his program, such as thal 


* On the other hand, it seems likely that the one major departure from uniformity whict 
the author recommends, the postponement of the full subsistence benefit to the aged for 
20 years, will not command public support. For despite the increasing numbers of the 
aged, which cause Sir William so much concern, he does not seem to have allowed ‘0 
the unpopularity of the very low benefits now payable. 
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dealing with small life assurance, may be dropped and the basic money 
benefit may not reach the full subsistence level for some time. But it 
seems safe to predict that the next ten years will see the carrying into 
effect of his major proposals, including children’s allowances, a compre- 
hensive health service and a rationalization and unification of the 
present patchwork of programs along the general lines that he has 
suggested. Certain it is that his proposals will stimulate discussion in 
the field of social insurance and the allied services for many years to 
come. 
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THE INTERNATIONAL CLEARING UNION 


By I. Vecu* 


The Proposals 


On April 7, 1943, the British Information Services in New York 
published the “text of a paper containing proposals by British experts 
for an International Clearing Union,” of which Lord Keynes is be. 
lieved to be the principal author. On the same day the United States 
Treasury made public its own “preliminary draft of a proposal for an 
International Stabilization Fund.” On July 12, the Canadian Govern- 
ment released “tentative draft proposals of Canadian experts for an 
International Exchange Union.” 


The Perspective of the Present Paper 


None of these proposals are official proposals of the respective 
governments. Since, however, they are aimed to influence post-war eco- 
nomic policy and, in fact, to create new instruments and forms of post- 
war organization, the proper perspective in which to view them is that 
of their advantages and disadvantages to the eventual high contracting 
parties rather than that of their conformity to ideals in an otherwise 
perfect—or at any rate irrelevant—world. It is perhaps unnecessary 
to emphasize that in the following discussion relative advantages are 
meant in terms of long-term welfare and not of the penny-wise, pound- 
foolish policies that are most frequently associated with self-seeking 
international economic aspirations. 

In spite of due regard for the ability of the United States and 
Canadian experts and the originality and merit of their proposals, bot! 
the intellectual glamour of Lord Keynes and limitations of space de- 
mand concentration on the British proposal. 

It is proposed, first, to quote the stated purposes of the Keynes Plan 
and its tentative provisions. This will be followed by sections reviewing 
the provisions that seem most important. The final section will deal 
with some basic problems of post-war loan and currency policy. 


The Purposes of the Keynes Plan 


The avowed purposes of the Plan are very ambitious. They at 
stated in seven points, as needs for 


* Mr. de Vegh is a consulting economist in New York. 
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|. an instrument of international currency to make bilateral arrangements 
superfluous, 

?. an orderly method of determining foreign exchange values, 

;. a quantum of international currency that is subject to deliberate expan- 
sion and contraction, 

_a stabilizing mechanism to exert pressure on countries whose payments 
tend to become unbalanced, 

5. starting off every country after the war with a stock of reserves appro- 
priate to its importance in world commerce, 

_a central institution to support other international institutions, 

7, a means of reassurance that methods of restriction and discrimination 
will be unnecessary. 


All this is to be accomplished by the creation of an International 
Clearing Union based on international bank money called bancor. “The 
Central Banks of all member States (and also of non-members) would 
keep accounts with the International Clearing Union through which 
they would be entitled to settle their exchange balances with one another 
at their par value as defined in terms of bancor. . . . The idea underlying 
such a Union is simple, namely, to generalize the essential principle of 
banking as it is exhibited within any closed system. This principle is 
the necessary equality of credits and debits.” 


Compulsory vs. Permissive Clearing 


The stated objectives of the Plan all seem meritorious to the highest 
degree. Yet the need for an instrument of international currency to 
make blocked balances and bilateral clearings unnecessary and the two 
explanatory statements quoted require some comment. 

As long as member states are merely entitled to use the clearing 
accounts, bilateral payments and clearing agreements would seem to be 
compatible with the Keynes Plan. It is also easy to visualize conditions 
in which bilateral payments agreements would be advantageous to 
some of the member countries. Moreover, as will be seen, the Plan 
does not propose to do away with control over international capital 
movements, a major source of blocked balances. 

_ Blocked balances and bilateral clearings could not arise, however, 
it the central banks of the member states were compelled rather than 
entitled to settle all international balances through the Clearing Union. 
A compulsory international clearing system would provide a frame- 
work for international economic collaboration, agreements, and inter- 
national economic policy in general that would be more rigorous than 
its alternatives. It would eliminate much loose thinking and many of the 


penalties of loose thinking. It would not hamper the freedom of trans- 
actions. 
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The gold standard was a clearing system in the Keynes sense but jt 
had none of the safeguards and the latitude in conscious control that 
the Plan proposes to create, except possibly in so far as it was a sterling 
exchange standard controlled from London. Even these London cop. 
trols were, however, unsophisticated and haphazard. 

The statement that the Union is based on the essential principle of 
commercial banking is undeniably true but not very remarkable. Any 
clearing union would have to embody that principle as far as it goes 
and the clearing aspects of the proposal are relatively unimpressive. 

The really interesting and imaginative aspect of the proposed Union 
is that it is an extension of the principles of the Sterling Area and of the 
gold standard, and their adaptation to post-war requirements. In this 
the Plan shows the boldness of imagination one would expect from its 
author. 


The Specific Provisions 


The Plan proposes eighteen specific provisions to form a basis of dis- 
cussion. These should perhaps be listed for purposes of reference: 


(1) All the United Nations will be invited to become original members. 

(2) The Governing Board shall be appointed by the governments of the 
member states. 

(3) The member states will agree between themselves the initial value of 
their own currency in terms of bancor, which may not be altered without 
permission of the Governing Board. 

(4) The Board fixes the value of bancor in terms of gold. Member states 
shall not acquire gold at a higher price but are otherwise free to trade in 
gold. 

(5) Each member state shall have assigned to it a quota which shall de- 
termine the measure of its “responsibility in the management” and of its right 
to enjoy its credit facilities. The quotas are to be fixed with reference to the 
size of the foreign trade of each country. 

(6) Bancor transfers on the books will be accepted in full settlement of 
international balances. 

(7) Small charges are made for the carrying of all bancor balances, cred 
or debit. 

(8) A member state may not increase its debit balances by more than 
a quarter of its quota in a year without the permission of the Board. If its 
debit balance has exceeded a quarter of its quota on the average of at least 
two years, it shall be entitled to reduce unilaterally the value of its currency 
in terms of bancor by not more than 5 per cent. If a country’s debit balance 
reaches half of its quota the Board can request the deposit of suitable col 
lateral. As a condition of letting the debit balance rise above 50 per cent 0! 
the quota, the Board may require the application of three other remedies; 
namely, (a) a stated reduction of the value of the member’s currency, (b) 
the control of “outward capital transactions, if not already in force,” (C) the 
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surrender of a suitable portion of its gold or other liquid reserves. 

If the debit balance exceeded three-quarters of a member’s quota and no 
reduction took place within two years, the country may be declared in de- 
fault and no longer entitled to draw against its account. 

Each member state shall agree to pay to the clearing union any payments 
due from it to a country in default. 

(9) “A member State whose credit balance has exceeded half of its quota 
on the average of at least a year shall discuss with the Governing Board 
(but shall retain the ultimate decision in its own hands) what measures 
would be appropriate to restore the equilibrium of its international balances, 
including: 

“(a) Measures for the expansion of domestic credit and domestic demand. 

“(b) The appreciation of its local currency in terms of bancor, or, al- 
tematively, the encouragement of an increase in money rates of earnings. 

“(c) The reduction of tariffs and other discouragements against imports. 

“(d) International development loans.” 

(10) A state shall be entitled to obtain a credit balance by paying in gold, 
but cannot demand gold against its balance. The Board shall have the dis- 
cretion to distribute gold in the possession of the Union between the mem- 
bers possessing credit balances. 

(11) The monetary: reserves of a member state shall not be held in another 
country. 

12) Countries with large quotas will appoint a member each to the Gov- 
erning Board and those with small quotas will appoint one for each political 
or geographical group. The vote shall be proportionate to the quotas. 

(13) The Board shall be entitled to reduce all quotas proportionately and 
to reéxpand them to the original level. 

(14) The Board shall be entitled to ask and receive information from each 
member state. 

(15) The executive offices are to be situated in London and New York 
with the Governing Board meeting alternately in London and Washington. 

(16) Members shall be entitled to withdraw on a year’s notice provided 
they discharge any debit balances. They can also be expelled. 

(17) Non-member states would be allowed to keep accounts with the 
Union. 

(18) Annual reports, annual meetings are stipulated. 


Obviously among these provisions some are very important, and 
some are not. Among the items of great significance are Points (5), 
(3), and (9). 


Control of the Board of Governors 


Point (5) determines who shall control the potentially extremely 
powerful Governing Board. If a country’s foreign trade is to be the 
basis on which to measure its quota, then clearly the smallest country 
las proportionately the best position, because its foreign trade per 
head of population is certain to be very much larger than that of large 
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countries which are ipso facto less dependent on foreign trade. Coup. 
tries with tremendous internal resources like the United States ang 
Soviet Russia, as well as India, China and Brazil, will have a repre. 
sentation that is not commensurate to their population and to their 
yearly share in the world’s output or its consumption. 
If the trade of countries in the Sterling Area or at least of the 
British Empire among themselves were to be considered internal trade. 
so that for the purposes of membership in the Union the weight of the 
Sterling Area or at least of the British Empire as a whole were to le 
measured by its net trade with non-sterling or non-British areas, the 
most important case of over-representation would be reduced.’ There 
will be no such simple way to reduce the over-representation of the 
small European independents. 
This unfortunate suggestion makes the Plan vulnerable to suspicions 
that materially diminish the possibility of its being accepted by the 
United States. If the Plan is so drawn as to assure to England and her 
satellites control over the resources of the Clearing Union, with all the 
collateral advantages that will flow from such a strategic position, only 
too many people will leap to the conclusion that that is its sole purpose, 
no matter how desirable or attractive it may be in some of its 

other aspects. 
The Size of the Fund 


Point (5) not only suggests that the quotas should be proportionate 
to the foreign trade of member countries but actually specifies that 
“the initial quotas might be fixed by reference to the sum of each 
country’s exports and imports on the average of (say) the three pre- 
war years, and might be (say) 75 per cent of this amount, a special 
assessment being substituted in cases (of which there might be several) 
where this formula would be, for any reason, inappropriate.” In other 
words, the initial quotas might total anywhere from 25 billion dollars 
upwards. 

This is, of course, a fabulous sum of money and it provoked a good 
deal of unfavorable comment.” It compares with a peak United States 

* Mr. J. H. Riddle, Economic Adviser of the Bankers Trust Company, pointed out in an 
unpublished memorandum that the United States would have a 14 per cent share in the 
voting power as compared to a 16 per cent share for the United Kingdom and a 35 per cent 
share for the British Empire. With the support of a few Sterling Area members or coul- 


tries from the continent of Europe, England could thus always command a majority 0 
the Board of Governors as long as the Empire voted with her. 
*J. H. Williams, “Currency Stabilization: The Keynes and White Plans,” Fores" 
Affairs, July, 1943, pp. 645-58. 
F. A. Lutz, International Monetary Mechanisms. The Keynes and White Proposws 
Essays in internat. finan., no. 1, July, 1943 (Princeton Univ.). 
J. H. Riddle, British and American Plans for International Currency Stabilisation. Pre 
liminary draft, May 26, 1943. Bankers Trust Company, New York, N.Y. 
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export surplus of about 1.1 billion dollars in 1938 (disregarding 
the export surpluses resulting from loans to our Allies during and after 
the First World War, the counterparts of which would now be charge- 
able to Lend-Lease and Foreign Relief). There are only two purposes 
conceivable that would require overdraft facilities of such immense 
size. One is to take care of flights of “hot money” of almost any con- 
ceivable proportions. The other is to finance imports for reconstruction 
indefinitely out of the resources of the Clearing Union. 

As to the first, it is against the declared intention of the Plan that the 
bancor resources should be used to finance hot money movements. In 
fact, the Plan goes very much further than this. It states that “There 
is no country which can in future safely allow the flight of funds for 
political reasons, or to avoid domestic taxation, or in anticipation of the 
owner turning refugee.” While not actually proposing universal con- 
trol of international capital movements, the Plan contains the sugges- 
tion that it would “be of great advantage if the United States as well 
as other members of the Clearing Union would adopt machinery similar 
to that which the British Exchange Control has now gone a long way 
towards perfecting.”’ 

While the Plan thus counts itself out in so far as the effort to estab- 
lish freedom of capital transactions after the war is concerned, it still 
has to be reviewed from this angle. In the long run, freedom of capital 
movements is probably an essential of a free world. The number of 
would-be refugees who were trapped in Axis countries because ex- 
change control prevented their obtaining the necessary foreign ex- 
change to emigrate is enormous. Flight—and flight of capital—is the 
last resource of an opposition, be it against the French Revolution, the 
Russian Revolution, or the German Revolution. A perpetuation and 
legalization of control over capital movements is not compatible with 
any notion of a world that supposedly combats violence and dictatorial 
forms of government. 

Of course, it will not be possible to permit unrestricted private trans- 
fers of capital immediately after hostilities end. Political and economic 
stability have to come first. To that extent an attempt to start post- 
war organization with the Clearing Union and with a freeing of short- 
term capital transactions would mean putting the cart before the horse. 

A Clearing Union large enough to take care of short-term capital 
movements of any probable size, speculative or otherwise, that may 
occur after political and economic stability has been achieved would 
be altogether a different matter. For dealing with hot money problems 
in the long run the facilities of the Union as envisaged by Lord Keynes 
may not be unnecessarily large, but its creation seems premature. 
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As regards reconstruction, on the other hand, the Plan similarly 
states that it is not intended to provide financing for post-war recon. 
struction and that it relates only to the mechanism of currency and 
exchange in international trading. If that is so, the suggested bancor 
resources are much too large and the limitations on their use not nearly 
stringent enough. 

If no bancor balances were available the imports of Europe, includ- 
ing Great Britain, would be limited by their exports of goods and 
services (including exports of gold), plus the amounts of long-term 
loans the United States and other non-European countries were pre- 
pared to grant, plus the Lend-Lease and Foreign Relief appropriations 
of the United States. These substantial totals are now potentially fur- 
ther to be increased by the bancor quotas of Europe. 

To make billions of bancor available to the governments of the 
needy countries as a net addition to their other resources, and then to 
take action to cut down imports so obviously needed and just placed 
within the reach of these governments, will take superhuman wisdom. 
force, and courage on the part of the Board of Governors of the Clearing 
Union. In the absence of such restraint, however, the capacity of 
Europe to import will have been potentially increased by something 
very much like a forced loan of perhaps 10 to 15 billion dollars to be 
raised largely in North and South America free of interest. Point (7) 
actually suggests that the exporting countries should pay interest of 
one per cent per annum for the privilege of extending such a loan. 

Nothing could be more inflationary or better designed to perpetuate 
the much criticized tendency of the American economy to develop 
large surpluses for export. After this war there will be an immense 
shortage of goods and tremendous construction needs the world over. 
The size and duration of this reconstruction demand and of its cumula- 
tive secondary effects can be judged by reminding ourselves that the 
comparatively much smaller degree of destruction witnessed in the 
First World War was followed by eleven years of unprecedented boom. 
Throughout that period America was a free lender. As a consequence 
of its making dollars freely available to the rest of the world it main- 
tained an export surplus that was never paid for and that came in for 
an immense amount of criticism. 

The reconstruction period after this war and its aftermath will be 4 
period of great difficulty for American economic policy under the best 
of circumstances. During the reconstruction period the interests of the 
rest of the world, and especially of Europe including Great Britain, will 
require large American exports, to be financed out of American loans 
and gifts. As soon as the reconstruction period is over, the interests 0! 
Europe will require the United States to develop an import surplus 
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short order so as to make room for the restored productive capacities 
of the former. 

This changeover from an export surplus to an import surplus will be 
painful enough after the American economy will have been geared 
to so large an export surplus for so long a time. It will be made more 
difficult by the fact that domestic deferred demand will be the strong- 
est in the early years following the war, i.e., when export demand will 
be greatest, and that the squeeze on our external trade will come at the 
very time when domestic demand will probably begin to peter out. A 
potential further export demand of the proportions made possible by 
the Keynes Plan during the reconstruction period means to invite in- 
flation and subsequent disaster.° 

The basic problem of American economic policy is to prevent the 
post-war boom from getting out of hand and to preserve sufficient 
income-generating forces—or to generate new ones—for reasonably full 
employment after the eventual shrinkage of export markets. This prob- 
lem would be much aggravated rather than made easier by a premature 
imposition of an International Clearing Union of the suggested type. 
The dangers would be in direct proportion to the size of the funds 
that could become available through the Union. The time to organize 
any such Union would seem to be at the end of the reconstruction 
period and not at its beginning. 


The Liabilities of Creditors 


If the exporting countries allow themselves to get loaded up with 
bancor they might be more or less forced to trim their trade policies to 
the requirements of their debtors, as well as to accept the terms of 
trade and the terms of long-term borrowing that the bancor debtors will 
be willing to grant. While nominally the penalties are stricter on debit 
balances than on credit balances, through the control of the Board of 
Governors the debtor countries will have considerable powers to inter- 
ere in the policies of the creditor countries. 

The section of the Plan entitled ‘““What Liabilities Ought the Plan to 


Owing to a persistent inflation of its wage costs the United States might fare quite 
badly in the secondary post-war boom and might begin to lose exports relatively soon, 
especially if foreign exchange rates are so determined during the reconstruction period that 
wage costs (not to be confused with wage rates) are significantly lower abroad than in 
the United States. This same inflation of wage costs in the United States would also speed 

‘te exhaustion of domestic investment opportunities available at the cost-price relation- 

ships existing after the war, The greater the inflation immediately after the war, the more 
painful these pressures are likely to be later on. 

_ The experience of England after the last war is especially suggestive in this respect, when 

ie vigorous deferred-demand boom culminating in the inflation of 1920 was followed by 
a * decade of relatively slack business activity, during which British costs were notoriously 

0 high and British investment and export opportunities relatively restricted. 
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Place on Creditor Countries” contains, among others, the suggestion 
that, if bancor balances insist on accruing to a country’s credit, “the 
appropriate provision might be to require the eventual cancellation 
or compulsory investment of persistent bancor credit balances accumv- 
lating in excess of a member’s quota.” 

It is not suggested that it is the intent of the Plan to deprive the 
surplus producers, i.e., the countries of North and South America as 
well as certain parts of the British Empire overseas, of the advantages 
of their well-preserved productive resources. Nonetheless, one of the 
collateral effects of the Plan as now submitted may well be to deprive 
them of their strong position after this war and, in fact, to turn the 
tables on them. 

The manner in which the Plan is now drawn gives the importing 
countries the whiphand over the exporting countries. Not only does it 
give the big post-war importers the opportunity to finance additional 
imports out of bancor resources; it will also help to insulate the rest 
of the world against the impacts of the eventual slump in the United 
States that will be brought on by the gradual exhaustion of income- 
generating forces during the secondary post-war boom. It is less clear 
what good it will do the United States in that particular predicament. 

It is probably unfair to the Plan to point up a set of its possible im- 
plications in this manner. The best of plans would be susceptible of 
abuse if people wanted to abuse it and a relatively poorly drawn plan 
could be made to work if the intention to make it work were sufficiently 
strong. Moreover, a highly persuasive passage of the Plan points out 
that “the liability of an individual member is determined, not by the 
quotas of the other members, but by its own policy in controlling its 
favourable balance of payments. . . . In the absence of the Clearing 
Union a creditor country can employ the proceeds of its exports to buy 
goods or to buy investments, or to make temporary advances and to 
hold temporary overseas balances, or to buy gold in the market. All 
these facilities will remain at its disposal. . . . The effect of the Clearing 
Union is to give the creditor country a choice between voluntarily cur- 
tailing its exports to the same extent that they would have been involur- 
tarily curtailed in the absence of the Clearing Union, or, alternatively, 
of allowing its exports to continue and accumulating the excess receipts 
in the form of bancor balances for the time being. . . . No more is asked 
of it than that it should hold in bancor such surplus of its favourable 
balance of payments as it does not itself choose to employ in any other 
way and only for so long as it does not so choose.” 

As a description of how the Plan would work under reasonably 
stable conditions these passages are probably quite realistic. If the 
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Plan were to be put into operation after the reconstruction period was 
terminated, both the size provisions and the above statements could 
be accepted without reservation. 

Let us therefore assume that the Plan is only put into operation after 
the reconstruction period—or that adequate means are found to insu- 
late the Clearing Union from the impact of the foreign exchange re- 
quirements of the reconstruction period—and see what the means are 
by which foreign exchange supplies and requirements are to be balanced 
in the long run. 

Points (8) and (9) deal with accounts whose balances tend to run 
away in one direction or the other. They are in a sense the heart of the 
whole proposition and of any such proposition. The Plan will stand or 
fall with the soundness and enforceability of these recommendations. 


Chronic Debit Balances 


In the case of countries running debit balances the Plan suggests 
that they should resort to a regulated depreciation of their currencies 
until the debit balance is corrected. It also suggests that they should im- 
pose exchange control at least to the extent of restricting outward capital 
movements. 

While currency depreciation was found to be an effective means to 
counteract deflation in many countries in 1931-32, inspection of the 
record does not suggest that mild depreciation, of the order of 5 to 10 
per cent, is an invariably effective means to right the trade balances. In 
the past decade the typical effect of currency depreciations was domes- 
tic reflation, which tended to increase imports more than it increased 
exports. The main effect of such depreciations might turn out to be to 
reflate the country that runs the debit balance, and thus to create a 
trade balance situation that will look as if it were incurable until the 
currency of the debtor country is considerably undervalued. This out- 
come is especially likely if undue attention is paid to the behavior of 
balances during the reconstruction period. 

Rather surprisingly the Plan also provides that the country running 
debit balances might be forced to post suitable collateral or to sur- 
render a portion of its gold reserves. While such a move might be nec- 
essary to prevent a member country from running a big debit balance 
and accumulating gold on the side, it is not a remedial suggestion. 
It is meaningless as a stabilizer unless the country is on the gold stand- 
ard according to orthodox canons and on losing gold will impose a de- 
lationary banking and fiscal policy. 

Last not least, “the Governing Board may recommend to the Gov- 
émment of the member State any internal measures affecting its do- 
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mestic economy which may appear to be appropriate to restore the 
equilibrium of its international balance.” Should the Governing Board 
recommend that a country deflate internally, reduce wages, cut down 
government expenditures, what are the chances of the country in ques- 
tion yielding gracefully to such suggestions from abroad? Will it 
nct always be the easier course to pursue to take the other remedial 
measures that are available, such as control of capital exports, increased 
tariffs and reduced quotas for imports, and possibly a continuing de. 
preciation of the exchange rate? 

The first such case will be the test. If the Governing Board can in- 
pose its will on the recalcitrant country, a new tool of economic leader. 
ship will have been created with all the possibilities for good or evil 
inherent in so powerful a tool. If the Board acts too late or fails to im- 
pose its policies, the main difference as compared to the good old days 
of competitive currency depreciation will be that the country running 
the debit balance will have a bancor debit in addition to its other 
foreign obligations to default on. Unfortunately, the bancor debit can 
be run up first and any remedies—as well as sanctions, if any—would 
come afterwards. 


Chronic Credit Balances 


The case of a country running a consistent credit balance is of 
especial interest to the United States. The United States is likely to 
have large credit balances on the current account of the balance of its 
international payments for a number of years after the war. Barring 
large gifts and loans for reconstruction purposes, these current account 
credits will be reflected in an accumulation of bancor balances. There- 
fore Point (9) was reproduced in full on page 537. 

It stipulates discussions between the Governing Board and the men- 
ber State running a credit balance if the balance exceeded half of the 
country’s quota on the average of at least a year. A credit balance 
amounting to half of a country’s quota is, of course, a very large credit 
balance; so that none of these remedies will come into play, and, in 
fact, no official discussions will take place until, for instance, the United 
States has piled up and maintained for a year a credit balance of close 
to 3 billion dollars. ; 

Moreover, the stipulation does not seem to meet probable require 
ments. At least foreign lending or a reduction of foreign indebtedness 
should be urged on countries tending to this position as a result of cur- 
rent account surpluses long before their credit balance-amounted to 
half of their quota. On the other hand, if the rise in the balance is due to 
short-term capital movements, nothing need or should be done by the 
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receiving country, regardless of the size of the resultant bancor credit 
accumulation. 

Let us look at the suggested provisions in some detail, concerning 
ourselves only with current account surpluses and leaving the remedy 
of credit expansion to the last. 

The upward revaluation of a currency is probably the least attrac- 
tive of the remedial devices suggested, barring very special conditions. 
A consistent credit balance on current account need not be due at all 
to an “undervaluation” of a given currency. It might be due to a 
process of domestic deflation (as in the United States in 1938) which 
will only be made worse by the suggestion that the value of the cur- 
rency be raised. Except for obviously inflationary situations, this cure 
will probably prove worse than the disease. 

The suggested reduction of tariffs and of other discouragements 
against imports is undoubtedly a proper remedy, provided the bancor 
credits are accruing as a result of an export surplus the proceeds of 
which the country in question is unwilling to lend abroad. Moreover, 
creditor countries on capital account, like the United States, should 
have a liberal tariff and trade policy anyway; not so much, as many 
people believe, in order to develop a debit balance on current account as 
quickly as possible, but in order to keep the channels open for the fu- 
ture. Whether, however, the urgings of the Board of Governors of 
the International Clearing Union will be sufficient to convince a major 
creditor country of the advantages of a liberal tariff policy if the major- 
ity of the people otherwise disbelieve in them is open to doubt. Should 
a country pursuing a liberal trade policy develop a chronic credit bal- 
ance onebancor account, this remedy will be unavailing; yet such a case 
is by no means out of question. 

It can be granted without any argument that a country having 
chronic credit balances on current account should not try to collect 
them in gold or leave them lie fallow as bancor balances, but should in- 
vest them abroad. While this golden truth does not require a Board of 
Governors of an International Clearing Union to enunciate it, the 
additional support might be handy at times. 

Lastly, we have to consider the first and most important suggested 
remedy, namely, expansionist domestic credit and fiscal policies. 

It might be easy enough to get internal support for such a recom- 
mendation in a country running large credit balances on current ac- 
count. An expansionary credit and fiscal policy is always agreeable, and 
the word of the Governing Board may be just what is needed to make 
it also respectable. 

The experience of the United States with a liberal foreign lending 
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policy and a domestic boom in the decade following the First World 


War, when this attractive combination merely led up to the crash ip sug, 
1929, suggests that such policies are not as risk-free as they seem. mut 

On the other hand, if the United States had not had a boom in the mut 
1920’s and had not invested funds abroad so freely during the same nor: 
period, an expansionary credit policy and deficit spending on large. Uni 
scale public works inaugurated around 1929-30 would probably have sca] 
been of immense benefit to the whole world and might have altered the doe 
course of history. up | 

There is no provision among the remedial measures to recommend aga 
internal deflation to a country running a debit balance to correspond flue 
to the reflationary recommendations to be made to the country run- can 
ning a credit balance. This interesting lack of symmetry suggests 7 
that the Plan is not only better suited for but perhaps even primarily thit 
aimed at conditions as they might exist at the end of the reconstruc- Sta 
tion cycle rather than at an earlier period. Figuratively speaking, it tici 
looks as if it were aimed at 1929-30 conditions. Its main weakness in the 
this respect, as in others, is that it is proposed to be installed in 1919. 

If countries running debit balances pursue a mildly inflationary pdl- to | 
icy under the conditions of active demand likely to follow the war, 
the countries running the corresponding credit balances can only catch der 
up with them at the cost of more violent inflation. Moreover, countries res 
might deliberately—and very wisely—try to run bancor debit balances int 
after the war by importing from abroad as much as possible so as to 
cut down the domestic inflationary effects of reconstruction, but by the lon 
same token inflating the exporting countries. The longer the inflationary exy 
possibilities of the Plan are allowed to exert their tempting influence, bec 
the more complete the eventual exhaustion of investment opportuni- tio 
ties and the greater and the more prolonged the secondary post-war the 
slump will be. the 


Longer-Term Aspects of the Keynes Plan 


Assuming that the organization of the Clearing Union is delayed na 
until five or ten years after the end of the war, and also assuming that the 
the countries of North and South America will have had the sell- wil 
restraint to pursue a mildly deflationary policy during this period s0 no 
that they are not faced with an exhaustion of investment opportunities po 


after Europe has been reconstructed, free rein can be given to the in- mi 
flationary possibilities in the Keynes Plan and to its lack of restraints. 
At that time the establishment of some such device will almost certainly 
be to the advantage of everybody concerned, including the United 
States, provided the Board of Governors uses its powers with restraint. 
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In the ultimate analysis the specific details of the remedial measures 
suggested to correct excessive debit or credit balances do not matter 
much. In actual operation the significance of the Plan will not lie so 
much in the letter of the provisions but in what the Board of Gover- 
nors is able or willing to enforce. The most important thing about this 
Union is that it unites the forces of a number of nations against a 
scapegrace—or a scapegoat. If a country that for any reason whatever 
does not meet with the favor of the Board of Governors happens to run 
up a large balance, it will have all the other member countries lined up 
against it; if a country or a group of countries having considerable in- 
fluence on the Board of Governors runs up a large balance, it, or they, 
can shift the burden of adjustment on to other nations. 

The coercive powers of the Board of Governors are, in the nature of 
things, limited as regards large continental powers like the United 
States or Soviet Russia. Moreover, if the United States actively par- 
ticipated in the management of the Union, it would be able to influence 
the use of these coercive powers against other countries. The main 
point is that, if the Plan is successful, the Board will be in a position 
to hurt or to help nations more or less as it sees fit. These Frankenstein 
aspects of the Plan must be clearly envisaged. Its operations will not 
depend on the intentions of its originators, no matter how honorable or 
restrained, but rather on the exigencies of the future and on the then 
interests of the countries in control of the Board of Governors. 

Lord Keynes is, as a matter of fact, quite clear as regards the possible 
longer term implications of the Plan. In this connection one of the later 
explanatory passages is worth quoting: “The Clearing Union might 
become the instrument and the support of international policies in addi- 
tion to those which it is its primary purpose to promote. This deserves 
the greatest possible emphasis. The Union might become the pivot of 
the future economic government of the world.” This is followed by the 
suggestion that the Union might set up a clearing account in favor of 
international bodies charged with post-war relief, in favor of any super- 
national policing body, in favor of international bodies charged with 
the management of a Commodity Control; that it might be linked up 
with a Board of International Investment, or an International Eco- 
nomic Board, or an International Investment or Development Cor- 
poration. It is also stated that the Union would provide an excellent 
machinery for enforcing a financial blockade. 


International Banking and Investment 


_ So far the discussion of unbalances and remedies has been largely 
in terms of current account transactions. Actually, however, the bancor 
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amounts will in no way correspond to current accounts in international 
balances of payments. They will be like equalization fund accounts, 
in which current and capital transactions appear jumbled together. 

In a wider sense the question of international lending is the true key 
to exchange adjustments. Evidence that small price adjustments acty. 
ally work in international trade is scanty. Evidence is equally doubtful 
that the theory of the gold standard had very much to do with its suc- 
cessful practice even during the brief period when the world was sup- 
posed to be on a gold standard. Probably the main reason for the suc- 
cess of the gold standard in its best period was that the few focal 
countries granted credits when needed and enforced adjustments on 
the debtors when needed. 

It is perhaps more accurate to describe the world of the second half 
of the nineteenth century as a sterling standard world in which the 
London banks performed the function of international clearing and in 
which London was also the international capital market that enabled 
young or backward countries to develop and maintain large debit bal- 
ances over long periods of time. Nobody talked about equilibrium in 
the current account in those days or about the iniquity of a creditor 
country having a favorable balance. Unbalances were considered de- 
sirable. That was the way to make capital available to countries that 
needed it. 

This worldwide Sterling Area was broken up by the World War. 
For a while during the 1920’s the hope existed that New York would 
assume the place of leadership that London had relinquished. 

The United States, in fact, followed on a larger scale in the footsteps 
of England. It provided tremendous international loans for war, relief, 
and reconstructon purposes just as England provided loans in the 
nineteenth century that were tremendous for the then scale of opera- 
tions. In both cases these loans were made available out of surpluses 
on the current account in the balance of payments. In both cases they 
represented the policy of a creditor country that was continuing to 
increase its foreign creditor position. 

The reversal of American lending policy in 1930 and the fumbling 
and helplessness of American leadership in the face of the Great De- 
pression were doubtless major contributors to the subsequent interna- 
tional economic anarchy. England, on the other hand, having paid the 
penalities of injudicious currency and fiscal policies pursued during the 
twenties, developed during this later period considerably improved 
economic leadership and regained some of the influence lost between 
1918 and 1931. The fluctuating pound and the Sterling Area were 
children of necessity, but British authorities knew how to make 4 
virtue of necessity. While American leadership went from bad to worse 
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and previous blunders were matched by episodes like the immortal 
gold purchase experiment inspired by Professor Warren, British policy 
made the most of a basically not particularly enviable situation. 

The problem now before us is not whether the United States will 
participate in the solution of post-war currency problems and interna- 
tional economic problems in general. The force of events will make 
some such participation inevitable. 

he real post-war currency problem is whether the United States 
will be capable of assuming leadership in reconstruction and in world 
economic affairs in general. Such leadership implies the wise investing 
of funds abroad in the right amounts at the right time. It also implies 
the pursuing of a fiscal policy and a currency policy that will benefit 
both the United States and other countries within our economic orbit. 
Lastly, it implies a sense of trusteeship toward foreign balances and in- 
vestments entrusted to our care, i.e., a building up of the status of 
New York as the great international banking and loan center that the 
economic position of the United States permits and indeed requires. 


The New Sterling Area 


Unless we look for a gradual shriveling of national egos and a wither- 
ing of national sovereignties after this war, genuinely international 
institutions will be just as unworkable in the future as they were in 
the past. While many people hove and some believe that such a 
withering of sovereignties will occur, it is safer to assume that in fact 
the great political forces of the post-war world will be the surging 
national consciousnesses of the victorious powers. 

In such a world truly international institutions cannot flourish, but 
only those institutions that conform to the aspirations of the powers 
that assume leadership in them. 

If, for instance, Great Britain succeeds in uniting Africa as well as 
the great Far Eastern and other colonial areas under British leadership, 
possibly as a United Nations mandate, the British Empire will have 
emerged from this war greater and more powerful than at any time 
in the past. Its rise will be all the more dazzling for the deadliness 
of the danger in which it found itself only three years ago. 

An International Clearing Union dominated by such a power, so 
strong and wealthy and at the same time so experienced in international 
financial problems, is likely to be both successful and profitable 
to its member countries. It will fundamentally represent an extension 
and a great strengthening of the Sterling Area.‘ 

‘As mentioned before, the gold standard was a clearing system in the Keynes sense. In 


the new setup, bancor takes the place of gold as the medium of the ultimate settlement of 
international balances, having unlimited acceptability and being available in a fixed quan- 
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The big new elements of strength are chiefly two. First, the balance 
of payments of this increased Sterling Area with the rest of the worl 
is likely to be favorable on current account or unfavorable only in 
amounts that are trifling as compared to its resources. Secondly, its 
immense resources will give a sense of safety to its participants that 
will reduce flights of short-term capital outside the Area to a minimum 
and in fact reéstablish the center of world banking, London. 

The Keynes Plan is not a compulsory clearing system. On the other 
hand, it gives the Clearing Union powers far in excess of that of a 
clearing house; it creates a new means of exercising economic leader- 
ship; and, in the powerful and effective hands of such an enlarged and 
rejuvenated Empire, it will no doubt be immensely successful. 


Problems of United States Leadership 


Unfortunately, as yet the post-war aspirations and interests of the 
United States have only been defined in terms of the most Utopian 
generalities, if at all. Since we do not know in concrete terms what kind 
of world we want, nor what kind of world we can obtain, we are in 
no position to determine what institutions will be appropriate to our 
interests and aspirations and what techniques should be developed in 
order to promote the best interests of everybody concerned. 

It is tempting to argue that bancor is completely superfluous be- 
cause the United States dollar is or should be the bancor of the post-war 
world just as the pound sterling was the bancor of the world of the 
nineteenth century. Actually the matter is not quite so simple. 

For one thing, such an attitude will encourage the belief abroad that 
the United States is unwilling to assume leadership in organizing and 
preserving the peace. Such a belief will add to the confusion and aim- 
lessness abroad that is bound to follow in the wake of this war any- 
way. In its consequences it might not only have painful repercussions 
on our own peace and prosperity, but might contribute to an ultimate 
failure of the post-war settlements to establish a just and lasting peace. 

On the other hand, before acquiescing in the economic leadership 0! 


tity. Gold itself is unnecessary for the operation of the Plan and in fact undesirable 
Nevertheless, Point (10) makes a generous provision for it. Unlimited convertibility of 
gold into bancor provides a guaranteed outlet for the yearly gold production of the world 
as well as for existing gold reserves. This bait to holders of large gold reserves and the 
protection to gold-mining interests was probably thought politically necessary to make 
the Plan acceptable. On the other hand, bancor balances will not be convertible into gold 
or foreign exchange, which is in the nature of the closed system that it is proposed to 
create. The pound sterling of the past decade was nominally in the same position and 
thus conformed to the vaunted principle of commercial banking. Yet, as a practical matte! 
gold had to be sold when the balance on all other transactions of the Sterling Area wi 
the rest of the world turned deficitary. 
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the United States foreign countries will doubtless look for assurances 
that the United States will heed their interests at least within the 
limits compatible with the basic long-term interests of the United 
States itself. Past mistakes and one-sided measures thut have affected 
the well-being of foreign countries will be quoted as arguments against 
the acceptance of American leadership. 

In order to be able to assert its leadership on the basis of mutual 


| consent rather than by force, the United States will have to develop 


plans for international institutions that will satisfy American aspira- 
tions and requirements within the framework and the limitations set 
by the aspirations and interests of smaller nations. In order that these 
institutions may be a lasting success, they will have to offer tangible 
benefits to all participants. 

It is obvious that British interests and aspirations are entitled to 
the greatest weight in any such plan. There exists a community of 
interests between the United States and Great Britain in so many long- 
term objectives that an anti-British slant to any action we might take 
in international economic policy would be most unfortunate. More 
generally, the main. objective of any such plan must be to forge strong 
and enduring bonds of mutual interests between all the major contract- 
ing parties. Otherwise it is inevitable that, after a lapse of a relatively 
limited number of years, one or the other side should develop a sense 
of grievance for having received the worst of a bargain. There is no 
surer way of losing the peace than to allow such a sense of grievance 
to develop and to sow the seeds of future recriminations through care- 
lessly or improperly drawn plans. 

In dealing with these international economic problems any United 
States Government agency would still have to give first consideration 
to the post-war economic problems of the United States. Among these 
the ones with the furthest-reaching international implications are the 
dangers to the American economy inherent in large exports immediately 
after the war followed by a loss of export markets as soon as Europe 
is reconstructed, and those inherent in the tremendous inflation of wage 
costs that has taken place in the United States during the past decade, 
which was not accompanied by a parallel increase in wage costs abroad. 

The institutions to be created will have to be so organized as to be 
able to cope effectively with the post-war situation as it will then exist, 
rather than to fit an ideal scheme of things that might never materialize. 
Moreover, they will have to harmonize the need of the American 
economy for long-term stability with the requirements of the countries 
in need of reconstruction for large American exports first and large 
American imports afterwards. They will also have to take into account 
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factors like the great wage cost differentials (as distinct from differ. 
ences in wage rates) that are likely to prevail and the radically changed 
relationship of Russia, Latin America, and the Far East to the rest of 
the world. 

A discussion of the positive aspects of these agencies and institutions 
is restricted to generalities by our failure to crystallize our major peace 
aims. This much seems clear, however, that the institutions suitable 
for the purposes of international economic adjustments in general and 
especially for conditions as they will exist after this war are primarily 
institutions regulating the international flow of capital. In this respect 
what a large part of the rest of the world will require—and we will 
be in a position to grant if our terms, political or economic, are met— 
are partly long-term loans to help foreign nations put their houses in 
order and partly assurances that short-term credits will be forthcoming 
when required to help tide over temporary foreign exchange difficul- 
ties. The former have to be provided by international long-term invest- 
ment agencies sponsored primarily by the United States and the latter 
by international clearing or stabilization funds similarly dependent on 
United States resources and sponsorship. It would clearly be to the 
advantage of everybody concerned if the other countries whose capital 
resources remained relatively unaffected by the war, such as the 
European neutrals, the British Dominions, and the countries of Latin 
America, were closely associated with the United States in these loan 
institutions to be created. 

The most immediate economic problem that will face us at the end 
of hostilities will be that of making capital available to those foreign 
countries which will be desperately in need of outside resources. This 
capital is nominally made available in dollar exchange. In real terms 
it becomes available in the form of additional United States exports. 
If the United States is to make available both the goods needed for 
reconstruction purposes and the funds that will be used to pay the 
producers of those goods, then the United States must have the de- 
cisive word in who should or should not get such resources, in what 
amounts, for what purposes, and on what terms. It is therefore of the 
greatest importance, as well as of the greatest urgency, that the United 
States and the other countries with surplus resources should develop 
the necessary institutions for making capital available not only for 
immediate relief and reconstruction purposes, but also for long-term 
international economic development the world over. By carefully regu- 
lating the amount of capital it makes available to the rest of the world 
in any one year, such an agency of the United States might, in the 
long run, make a major contribution to the flattening out of fluctua- 
tions in business activity. 
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Foreign exchange stabilization funds can only be established in the 
last stages of economic reconstruction, after economic and political 
stability has been established. The suggestion that an attempt be made 
today, or even a year from today, to establish an enduring equilibrium 
rate of exchange between, let us say, the French franc and the United 
States dollar is perhaps in itself sufficient to demonstrate how impossible 
it is to accomplish this objective. Even in 1936-38 it was not possible 
to prevent a major depreciation of the French franc caused by un- 
sound fiscal policies and political instability. More precisely, a stabiliza- 
tion of the French franc at any intermediate level before it reached its 
low after Munich would have meant, in substance, the financing of a 
large part of the French government deficits and/or of the flight of 
capital from France out of the resources of the United States. 

Such situations are likely to be the rule rather than the exception 
after the war in Europe. Every aid should be extended to European 
countries trying to put their own houses in order. On the economic and 
financial side this can be done by outright gifts or by long-term loans 
granted by the United States. To grant similar funds to an Interna- 
tional Stabilization. Fund before the other issues are clarified and set- 
tled represents a commitment of a very different nature. 

Once committed to the establishment of such an institution, the 
United States will not be able to back out without bringing the whole 
structure down with a crash. Consequently, if stabilization at the wrong 
rate loads up the Fund with a depreciating exchange, the United States 
will have to replenish it. In other words, prematurely established, the 
Stabilization Fund becomes a minor Dracula, it exposes the United 
States to periodic bloodletting without any tangible benefits in return. 
The United States should not commit itself to a potential financing of 
civil commotions and inflation in Europe in this manner. 

The authors of the United States Treasury proposal apparently 
recognized these dangers. Their plan includes elaborate provisions to 
restrict the use of the International Stabilization Fund to the financing 
of current account transactions and to establishing at least a veto power 
for the United States on major issues. 

It is not intended to belittle the care and sense of responsibility 
manifest in the draft of the United States Treasury proposal; but 
until we know much more than we now do about the political and eco- 
nomic conditions in the countries to be reconstructed and the loan 
lunds to be made available to them, the adequacy of these safeguards 
will remain a matter of opinion. Dr. F. A. Lutz’ seems to believe that 
they will not be adequate unless supplemented by an elaborate ex- 


* Lutz, op. cit. 
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change control mechanism. That in itself would defeat at least one of 
the main purposes of the Fund. Moreover, a flooding of the Fund with 
weak foreign currencies is possible even if the attempt to restrict the 
use of the Fund to current account transactions is reasonably success. 
ful. 

Nonetheless, the proposals of the United States Treasury serve a 
useful and valuable purpose. The United States must be ready with 
plans for an international currency mechanism to be put into opera- 
tion after the long-term capital problems and the problems of political 
stability have been solved in the countries to be reconstructed. Such a 
currency stabilizing mechanism is a logical complement and sequel to 
any organized reconstruction operations and a valuable tool in asserting 
the economic leadership of the United States in world economic affairs 
in the long run. 


Appendix 


The proposals of the United States Treasury go into elaborate detail.* They 
are divided into six major sections, subdivided into forty-eight specific points. 


I. Purposes of the Fund 


(1) To stabilize exchange rates, 

(2) to lessen balance of payments disequilibria, 
(3) to promote the flow of trade and capital, 

(4) to help unfreeze war balances, 

(5) to reduce the use of exchange controls, 

(6) to eliminate discriminatory exchange practices. 


II. Composition of the Fund 


(1) The Fund shall consist of gold, currencies of member countries, and 
securities of member governments. 

(2) The aggregate of the quotas will be at least 5 billion dollars. The quotas 
shall be determined by a formula that should give due weight to the country’s 
holdings of gold and foreign exchange, the magnitude of the fluctuations in 
its balance of international payments, and its national income. 

(3), (4), (5), and (6) contain detailed provisions regarding the methods 0! 
paying in and changing quotas. 


III. Powers and Operations 


(1) To deal freely in gold, currencies, bills of exchange, and government 
securities; to accept deposits and to earmark gold; to issue its own obligations 
and to discount or offer them for sale; and to act as a clearing house, 

(2) to fix exchange rates, 


*A revision of the Treasury plan for an International Stabilization Fund was published 


too late for review in the Appendix. 
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(3) to sell to the Treasury of a member country the currency of another 
member country, provided that 

(a) the funds are required to meet an adverse balance of payments on 
current account, 

(b) the Fund’s holdings of the currency of any member country shall 
not exceed 100 per cent of its quota in the first year, 150 per cent in 
the second year, and 200 per cent thereafter, except if measures are to be 
taken or conditions are such that the disequilibrium is likely to take care 
of itself, 

(c) a special reserve is established if the Fund’s holdings of a currency 
exceed the quota, 

(d) the Board may impose restrictions if a country is exhausting its 
quota unduly rapidly, 

(e) a charge of one per cent per annum shall be levied on the amount 
of currency holdings in excess of the quota, 

(f) the Fund can resell to a member country its excess holdings of the 
member’s currency for gold or other foreign exchange. 

(4) a member country only has the right to buy foreign exchange from the 
und with its local currency to the extent of its quota, 

(5) to grant the financing of capital transfers at the discretion of the Board, 
(6) to report on the conditions and causes of the disequilibrium when the 
Fund’s holdings drop below 15 per cent of the quota of a currency and after 
the Fund has used for additional purchases of that currency that country’s 
original contribution of gold and securities, 

(7) to consult and make special arrangements to deal with a threatening 
scarcity of any currency, 

(8) each member country agrees to sell to the Fund for its local currency 
or for foreign currencies it needs all the foreign exchange and gold it acquires 
in excess of the amount it possessed immediately after joining the Fund. 

Each member country agrees to discourage the unnecessary accumulation 
of foreign balances by its nationals. 

(9) to buy from the governments of member countries abnormal war balances 
held in other countries provided ten stipulated conditions are fulfilled. The 
most important of these provisions is a twenty-three year unfreezing provision, 

(10) to deal in non-member country currencies, 

(11) to borrow member country currencies, 

(12) to sell member country obligations, 

(13) to invest its currency holdings in securities, 

(14) to lend to any member country its local currency for one year or less, 

(15) to levy a pro rata share of the expenses, 

(16) to deal only with or through treasuries, stabilization funds, fiscal 
agents, central banks and international banks owned predominantly by member 


governments. It may sell its own securities or securities it owns directly to the 
public, 


— 


IV. The Monetary Unit of the Fund 
(1) The monetary unit of the Fund shall be the unitas, equivalent to $10. 
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(2) The value of the currency of each member shall be fixed in terms of gold 
or unitas, 

(3) unitas deposits will be accepted on the delivery of gold against whig 
100 per cent reserve will be held, 

(4) no change in the value of the currencies of member countries shall 
permitted to alter the value in gold or unitas of the assets of the Fund. In othe 
words, the country whose currency is depreciating has to make good to the Fun 
the loss in the gold value of the currency holdings of the Fund. 


V. Management 


(1) The administration of the Fund shall be vested in a Board of Directoy, 
Each government shall appoint a director and an alternate. The distribution 
of voting power shall be related to the quotas. No country shall be entitled 
cast more than one-fourth of the aggregate votes. All decisions are to be mai 
by a majority excepting the frequent cases in which four-fifths votes are stipy 
lated. 

(2), (3), (4), (5), (6), (7) contain provisions for a managing director and 
operating staff, an executive committee of not less than eleven members, other 
committees, delegations of authority, procedures, annual and other meetings. 

(8) A country failing to meet its obligations to the Fund may be suspended 
provided a majority of the member votes so decides. While under suspension 
the country shall be denied the privileges of membership but shall be subjected 
to the same obligations as any other member. After two years the suspendel 
country is automatically dropped. 

(9) Any country may withdraw from the Fund on two years’ notice. 


VI. Policies of Member Countries 


Each member country of the Fund undertakes the following: 

(1) to maintain by proper action the exchange rates established, 

(2) to abandon as soon as in its opinion conditions permit all restrictions and 
controls over foreign exchange transactions other than those involving capitd 
transfers, 

(3) to codperate effectively with other countries when such countries with 
the approval of the Fund adopt or continue controls for the purpose of regulating 
international movements of capital. This will include 

(a) a refusal of deposits, securities, or investments by nationals of any 
member country imposing restrictions on the export of capital, 

(b) to make available full information on all property of the nationals 
of a given member country, 

(c) such other measures as the Fund shall recommend, 

(4) not to enter upon any new bilateral foreign exchange clearing arrang 
ments or engage in multiple currency practices, 

(5) to give consideration to the views of the Fund on existing or proposed 
monetary or economic policy, 

(6) to furnish the Fund with information and reports, 

(7) to adopt appropriate legislation to facilitate the activities of the Fund 
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SUBSIDIES AND INFLATION 
By Seymour E. Harris* 


This paper presents the pros and cons of the important problem of 
subsidies in a system of war economics, a subject which has not re- 
ceived adequate attention from economists. In Section I, several 
alternatives to subsidies are explored, since they may be preferable to a 
subsidy program in particular areas. Under certain conditions, a rise 
of prices might be the lesser evil.* Again, large price increases might be 
averted even in the absence of subsidies. The government has used with 
great success the techniques of averaging costs and differential pricing. 
If these techniques are not practical and a rise of prices is to be avoided, 
the government may then have to resort to subsidies. 

The objectives of subsidies are considered in Section II. One ob- 
jective is a reduction in the cost of living or a moderation in its rate 
of increase. Another and related objective is the prevention of a rise 
of prices for all supplies to a level set by marginal costs. By paying to 
producers or suppliers in the form of a subsidy the excess of marginal 
costs over average costs, the government can encourage additional out- 
put and yet prevent a rise of marginal costs from being translated into 
a corresponding increase in prices for all units. 

The more important categories of subsidy procedures are examined 
in Section III. (1) Government purchase and resale has been used 
widely in the industrial area; but not sufficiently for the purpose of 
reducing the cost of living. (2) In subsidizing additional costs involved 
in high cost and additional output, the government has, in various 
ways, stimulated output. (3) A disguised subsidy is involved in the 
assumption by the government of certain services which private enter- 
prise is unable or unwilling to perform at a reasonable price, and in 


the sale of these services by the government, under certain conditions, 
below costs 


vas the Director of the Office of Export-Import Price Control for over a year and a 
talf, Mr. Harris has had considerable experience in the operational part of subsidy pro- 
grams. Many subsidy programs, of which this paper gives the theoretical background, 
a aa out in his office. Mr. Harris assumes personal responsibility for the views 
pressed. 

The Canadian Minister of Finance has said that subsidies are used “in the interest of 
“ie consumer . . . when there is no other way of assuring adequate supplies . . . at prices 
permitted by the price ceiling.” Dominion of Canada Report of Wartime Prices and Trade 
Board, September 3, 1939, to March 31, 1943, p. 22. 
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The inflationary and cost aspects of subsidies receive attention in 
Section IV. Subsidies involve the government in additional outlays and, 
in the current state of public finance and the money market, in addi- 
tional borrowing from banks. Yet against the apparent costs are to be 
put the following: (1) An improvement in the structure of prices 
may be effected since subsidies reduce prices of essential commodities 
and the increased purchasing power is distributed over the entire eco- 
nomic area. (2) The rise of costs may signify little because, in large 
part, subsidies are paid out for commodities which will be used to fulfill 
government contracts. What one agency pays out, another gains. (3) As 
the largest purchaser of materials and labor, the government may gain 
more than it loses in additional disbursements. 

Finally, in Section V the British experience is given in evidence of the 
net gains of a subsidy program. Subsidies are a sine qua non of stabi- 
lization of the cost of living and, when used in conjunction with proper 
wage, farm, and fiscal policies, they can assure stable living costs and 
wage rates. Stability of the cost of living will then contribute greatly 
to uninterrupted production and peaceful labor-capital relations. 

No economist will deny that difficult political and administrative 
problems arise which may jeopardize the success of a subsidy program, 
and particularly so in the United States. May not the program be ex- 
tended too far as a result of the pressure of special group interests? 
Will not many be paid subsidies because of administrative ineptness or 
dishonesty, in the case of a meat subsidy, for example, who do not 
slaughter and sell animals? Will the consumer actually profit from 
payments to creameries if rigid enforcement of butter prices by whole- 
salers and retailers is not assured? These are vexatious problems. The 
statesmen must weigh them against the strong economic arguments 
for subsidies. My considered judgment is that the economic arguments 
are strong enough to outweigh the political and administrative con- 
siderations which, at least in some respects, may be invoked against 
subsidies. 


I. Alternatives 


One must not assume too readily that the alternatives are limited to 
(1) a rise of price for the whole supply by the excess of marginal costs 
over the cost of the bulk of the commodity or (2) to government sub- 
sidies. It is possible for a central agency to purchase high-cost incre- 
ments and other supplies and to sell at average cost. In this manner, 4 
commodity that costs 10 cents at home and 15 cents abroad (the re- 
spective ratios of supply being 6 to 4) might be sold at 12 cents. Sales 
revenue would then equal cost. 


1943] 


Th 
plies 
and | 
aged. 
case | 
Boar 
more 
cated 
this ¢ 
and 
chase 
suppl 
nume 

WI 
subsi 
bulk- 
price 
costs 
a sul 
foreig 
insist 


will 


suppl 
great 
from 
impot 
dema 
on pr 
sidies 
pleme 
lation 
price: 
With | 

We 


| 
costs. 

Th 

D 

Fi 

A. Su 

ce 


1943] HARRIS: SUBSIDIES AND INFLATION 559 


This averaging of costs has been used in many cases. Defense Sup- 
plies Corporation, for example, purchases sisal in Africa at one price 
and in Latin America at another. The selling price is then aver- 
aged. A partial subsidy is involved in this case, however. A clear-cut 
case of averaging will be found in cresylic acid under War Production 
Board allocation. The imported portion of the supply is one-third or 
more higher in price than domestic cresylic acid. The supply is allo- 
cated in such a way that buyers are in a position to average out. In 
this case, the government controls total supply, but does not purchase 
and sell. Part of the additional cost, of course, is passed to the pur- 
chaser. This technique is practical when the government controls total 
supply. It may be the only practical system when supplies come from 
numerous markets and costs vary greatly. 

Where the government does not participate in this manner or through 
subsidization, the rise of costs may equal the excess of marginal over 
bulk-line costs times the total number of units. In many cases, the 
price of domestic supplies will not rise to the costs of marginal (e.g., 
costs of imported supplies) units. In the absence of interference through 
a subsidy or averaging process, prices will tend to rise. But where 
foreign imports are small and demand at home not very strong or 
insistent, prices will tend to settle at the domestic level. Demand 
will be reduced as prices rise toward the level dictated by domestic 
costs. 

The more insistent is demand, the larger the contribution of foreign 
supplies, and the greater the excess of foreign over domestic costs, the 
greater is the danger of serious upward revision of prices for supplies 
from domestic sources. Since, on the whole, shipping is used for the 
importation of strategic commodities—that is, commodities for which 
demand is insistent, and which cannot be dispensed with—the effect 
on prices of importing high-cost imports is likely to be serious. Sub- 
sidies, averaging, some form of absorption as is provided under Sup- 
plementary Regulation No. 12 to the General Maximum Price Regu- 
lation, or differential pricing will then be required if the higher import 
prices are not to be translated into a higher general price level pari passu 
with the increase of marginal costs. 

We may put three cases as follows: 


Out put Cost 
Domestic 200 million units 10 cents 
Foreign 50 million units 20 cents 


\. Subsidy. The government absorbs losses equivalent to 50 million < 10 
cents (foreign cost minus domestic cost) = $5 million. 
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B. Averaging prices. The government pays out $30 million: 
200 million units @ 10 cents = $20 million 
50 million units @ 20 cents= 10 “ 
$30 “ 
The government sells: 
250 million units @ 12 cents = $30 million 
No losses are involved. 


C. No intervention by government. Private purchases are made at 20 cents 
abroad. Prices rise to 20 cents. The total outlay by consumers is then 250 
million X 20 cents, or $50 million. 

Savings to 
Consumers in 
Total Outlay Relation to Loss to 


Price by Consumers Costs under C Government 
A. Subsidy 10 cents $25 million $25 million $5. million 
B. Averaging 12 cents 30 million 20 million 
C. Nointervention 20 cents 50 million — 


There is still another way of preventing high-cost units from sending 
prices of all units upward. Differential pricing provides varying prices 
according to costs and the capacity of the buyer to pay. Where markets 
are segregated, the government might fix price X for one market and 
X + a for another. Under systems of allocation, the government might 
allocate low-cost units to government contractors and, in general, to 
more essential uses; and high-cost units to less essential uses. In many 
cases (é.g., cement) the government will pay the high prices since 
public contractors are able to absorb. In the bristle program, high-cost 
bristles are allocated to processors who absorb and sell to brush manv- 
facturers, and low-cost units are used for cordage where absorption is 
more difficult. Unless distribution is carefully controlled, buyers in less 
essential areas will try to buy in low-cost markets, thus putting pressure 
on these markets. 

Differential pricing provides a method which might be used as a0 
alternative to averaging of costs or to a subsidy system. In general, 
differential pricing is to be preferred to the averaging system. Although 
average prices are the same under differential pricing as under averag- 
ing, the burden of the rise is less under the former than under the 
latter. This follows because, through a segregation of markets induced 
by an allocation system or in some other manner, the high-cost items 
may be distributed to those who can more easily bear the burden of 
high prices. Clearly, however, the possibilities of setting up a syste™ 
of differential pricing will depend on the organization of the market. 
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II. Objectives 


Under what conditions are subsidies proposed? First, the govern- 
ment may offer subsidies in order to stimulate the output of high-cost 
increments that are considered essential for the prosecution of the war. 
Examples are (1) purchases of imports by R.F.C. corporations at 
prices in excess of the domestic level and resale at prices below costs; 
(2) the proposed (and rejected) incentive payments to farmers for 
additional output of nonbasic farm products; and (3) the payment by 
the government of a premium to cover additional costs of nonquota 
output of nonferrous metals. This type of subsidy is justified on the 
grounds that the purchaser (public or private) will be saved much 
money through government intervention: prices of total supply will 
not rise by the increase of marginal costs. 

Second, subsidies may be involved when the government underwrites 
risks that are too great for private underwriting, or that would be 
covered at excessive prices by private interests. One example is war 
risk insurance and another is the industrial facilities program. Two 
aspects of this problem are to be distinguished. Since government’s 
capacity to take risks is greater, the charge is lower than if assumed 
by private enterprise.? Government intervention to that extent saves 
the purchaser money and the government therefore not only contrib- 
utes toward lower prices, but the reduction is not entirely at the expense 
of government. In fact, the government as a purchaser pays less, not 
more. The insurance program and the facilities program will, however, 
probably involve the government in a net outlay. Not only are costs 
and prices reduced, but the reduction is likely to be in part at the 
expense of the taxpayer. Insurance rates may be reduced from 6 to 
3 per cent as a result of coverage by War Shipping Administration; 
but the actual cost to the government may be 4 per cent. (The figures 
are hypothetical.) Costs of subsidies, observe once more, are probably 
lower than they at first seem if allowance is made for the reduction 
Oo! costs. 

Third, subsidies are also designed to keep down the cost of living, 
an objective which may overlap the other objectives. In many in- 
tances, the government decides that extraordinary costs which fall on 
particular commodities but which are properly chargeable to the 
Prosecution of the war, should be charged to the Treasury. Recent 
Programs (May-June, 1943) designed to roll back the prices of coffee, 


: ‘In purchasing from private enterprise, the government relieves the business man of the 
—w of insurance against uncertainties (e.g., termination of contracts); the coverage 
a these risks by private sources is too costly. Similarly, private underwriters, in order 
‘0 cover themselves adequately, charge excessively for marine or war risk insurance. 


| 
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meat, and butter are the most ambitious attempts yet made to prevent ports, 
excessive increases in the cost of living. on fo’ 
When it is once decided that a rise of prices is to be opposed vigor. contr’ 
ously, then a subsidy to suppliers may well be in order. If, at a price closet 
for an essential commodity, determined in accordance with broad anti- is lik 
inflationary objectives, producers will not produce adequately or own- the b 
ers will not sell, a subsidy will be required. Farmers, for example, may there 
be compensated for the difference between their total costs and the spira 
prices at which the stabilization program requires sales to distributors In 
or consumers. Under an ideal program, the farmers will obtain sub- not 0 
sidies just adequate to give them the incentive to produce the required plies 
output. full ¢ 
Subsidies should be given serious consideration only after certain now 
other alternatives have been exhausted. In so far as it is practical and for |e 
equitable, for example, the burden of stabilization of prices, in the face highe 
of rising costs, should be put upon profits.* It is not unlikely, however, mark 
in any case, that the entrepreneur will generally increase or maintain distr 
output even in wartime if his direct costs are not covered. press 
Higher costs may then be offset by reduced profits; but direct attacks ciliti 
may be made on costs. Thus the government should aim to achieve all the 1 
practical economies through concentration, simplification, and stand- doub 
ardization. Actually, it is frequently not easy to discover whether entre- Fi 
preneurs have been required to absorb a fair share of additional costs Part 
or whether practical advances in concentration, simplification, and highe 
standardization have been achieved. Action must frequently be taken a sul 
before much progress can be made along any of these lines and therefore culti 
the choice may come down to a rise of prices or a subsidy. clud 
A strong argument for subsidies follows from the fact that, in the be F 
fight against inflation, the presumption is against any rise of price. shou 
(1) A rise of prices affects all producers and therefore gives the low- men. 
cost producers windfall profits. In contrast, subsidies prevent the ne- than 
cessity of a rise of prices for high-cost producers from being translated then 
into a rise of prices for all sellers. (2) The rise of profits associated ing | 
with an increase of marginal costs in turn is an occasion for a rise of with 
wages, and the rise of wages in turn induces further price increases. too | 
This spiraling process goes on ad infinitum. (3) Prices in the United terel 
States are related to prices abroad and if the price of coffee rises in the and 
United States (for example), there is increased pressure for the Bra- desi 
zilians to ask a higher price for coffee. (4) An increase in the price Bie 
of domestic commodities brings about an increase in the price of e ie 
* In determining prices, the Office of Price Administration has been required to take into tob 
account the level of profits. 
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ports, and the increase in the price of exports in turn brings pressure 
on foreign sellers to increase their prices. In the present days of cartel 
controls, the interrelationship of export and import prices may be 
closer than under strictly competitive conditions. (5) Pyramiding 
is likely to take place because sellers generally adjust their prices on 
the basis of a percentage mark-up. The higher the cost of acquisition, 
therefore, the higher the selling price. In short, the prevention of price 
spiraling is an important reason for support of a subsidy program. 

In the year 1943-44, the danger of a rise in prices is especially great, 
not only because of the excess of demand for civilian goods over sup- 
plies at current prices, but also because we have reached a position of 
full employment. What is perhaps even more relevant is that it will 
now become necessary to substitute more costly factors of production 
for less costly factors, and also to expand output of raw materials at 
higher unit costs. The substitution of women for men in the labor 
market, of old for young, the greater recourse to overtime, the re- 
distribution of man power geographically and industrially, the greater 
pressure on natural resources, the increased use of transportation fa- 
cilities—all of these will put pressure on our stabilization program. If 
the rise of unit costs is not to bring higher prices, subsidies will un- 
doubtedly be required. 

Finally, I end this section with a word on administrative problems. 
Particularly where the control of distribution is not practical, so that 
higher costs may be averaged out through governmental intervention, 
a subsidy system is likely to be advantageous. The administrative diffi- 
culties of paying subsidies to large numbers of business men pre- 
clude the use of subsidies at the retail level. In general, they should 
be paid to relatively few entrepreneurs, and for that reason they 
should be distributed at a level which involves relatively few business 
men. They should be paid to the relatively few manufacturers rather 
than to numerous wholesalers and retailers. The manufacturer would 
then be asked to sell a commodity at a price to consumers which, allow- 
ing for the mark-up by the wholesaler and retailer, would be consistent 
with the general objectives of price control. If the price of meat rises 
too much, for example, it might be desirable to subsidize the slaugh- 
terers who would then be asked to sell to distributors at a given price; 
and the distributors in turn would be required to sell to butchers at a 
designated price; and so on. Similarly, the subsidy on bread would be 
much more easily administered if payments were made to millers 
rather than to bakers. Where payments are to be made to many (e.g., 


incentive payments to farmers), the arguments on other grounds need 
to be very strong. 


' 
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Ill. Techniques 
Government Purchase and Resale 


The government purchases numerous metals abroad: antimony ore, 
copper, tin, bauxite, chrome, manganese, etc. These commodities are 
sold at ceiling prices which are almost invariably less than landed costs, 
In some cases, transportation and insurance charges alone may be in 
excess of the ceiling price. Since sales of metals are made largely for 
government account, the subsidies involved are much smaller than they 
at first seem. 

In addition to these purchases of metals, the government buys hun- 
dreds of miscellaneous commodities. In many instances, the need is 
great, and the government will purchase at any price which will assure 
adequate supplies. Where the purchase price is higher than the appro- 
priate selling price at home, the government will suffer losses. Its pur- 
chases of rotenone in South America or pyrethrum in Africa are made 
at high prices. Since these commodities are essential in farming, and 
since later ceilings are based on the prices of the raw materials, the 
agencies are asked to sell at prices consistent with ceilings on the 
processed products. In this manner, the economy is protected against 
disturbing price changes. 

Unfortunately, our government has not participated in public pur- 
chase programs as part of a deliberate plan for keeping prices down. 
Gains in lower prices have been incidental as a rule. Government pur- 
chases generally originate in the necessity of assuring adequate sup- 
plies. In Great Britain, government purchase of foodstuffs and resale at 
depressed prices have been a central part of an anti-inflation program. 

When the government sells below cost for public use, as is noted 
later, the losses are fictitious. One government agency loses money 
and another gains. It is important that, in general, the agency should 
be forced to sell at ceiling prices which are determined by broad con- 
siderations of economic policy. If the commodity is to be used for 
public purposes, there is no gain involved in allowing the agency 
sell above the ceiling price. The British have discouraged sales by one 
governmental agency to another at prices in excess of ceilings. 

The reasons for not allowing government agencies exemption from 
price ceilings may be summarized as follows: , 

1. A general exemption would have serious effects on outstanding 
Army contracts. In the case of cost-plus contracts, the rise of costs 
would be automatic. In the case of the more general fixed-price (00 
tracts, the result would be that contractors would raise the issue with 
the Army of absorption of additional costs, and innumerable contracts 
would have to be reconsidered. 
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2. There is the danger of pyramiding. A rise in the price of raw 
materials sold by these agencies may yield a much larger increase in 
costs to the ultimate consumer as each handler of the product adds to 
the original increase. Since the majority of purchases by these agencies 
consist of raw materials, this consideration is of great importance. 

3, An even more important problem is the relation of prices paid by 
government agencies and government contractors to the prices charged 
for civilian goods. When government agencies bid up prices and sell at 
higher prices, there is increased pressure on civilian sellers of similar 
and competing commodities to obtain higher prices.* This follows not 
only because of the direct interrelation of these markets, but also 
because the prices paid by public agencies and government contractors 
influence prices in another manner. What is sold to government agencies 
and contractors goes, in no small part and at later stages of production, 
into civilian use. 

What is more, it is difficult, if not impossible, to distinguish at any 
stage the ultimate use of a particular product sold to a government 
agency or contractor. Any rise in the price of a commodity sold by an 
agency increases, therefore, not only the costs for other government 
departments but also those of civilian consumers. Frequently, ceilings 
are specifically tied to the resale price of government agencies, and 
exemption for procurement agencies from the pressure of ceilings 
would require upward revisions in many of these ceilings. For these 
and other reasons, resale prices of government agencies are generally 
subject to control. 


Government Payments to Cover Increased Costs 


Averse to public participation in buying and selling programs in the 
anti-inflation program, the government has relied on direct payments 
to sellers or producers. Numerous examples may be given of this 
technique. 

1. The Roll-Back Program of May-June, 1943, was designed to roll 
back prices of meat, coffee, and butter by 10 per cent, and to reduce 
the cost of living by less than 1 per cent. The payments were to be 
made to the processors, e.g., creameries and slaughterers, who in turn 
would sell at reduced prices. This is an unusual subsidy program since 
producers receive payment per pound of meat and butter irrespective 
of their costs and profits. 

Very difficult problems are raised by such a program. It will not be 


‘Government agencies have frequently asked the O.P.A. permission to sell at prices in 
excess of ceiling prices. They thus hoped to avoid losses. Yet it is difficult to justify ex- 
‘mptions for the government which are denied private enterprise. 
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successful unless the wholesale and retail ceilings on these products 
are enforced. In the absence of enforcement, the subsidy payments wil 
inure to the benefits of the processors and (or) middlemen, who wil 
obtain windfall gains. A second problem is that of timing the payments 
' in such a manner that sales of existing inventories can be made at the 
higher pre-roll back prices. A third problem is the avoidance of , 
squeeze on the farmer. Should prices to farmers fall either because of 
other factors in the situation or the ability of the processors or middke- 
men to roll back prices at the expense of the farmer, the program wil 
meet a political death. If it succeeds, the pressure for higher wages 
will be reduced to that extent. 

2. Another example of this technique is government coverage of 
increased transportation charges. Thus the diversion of oil shipments 
from water to land involved the oil companies in large increases of 
costs. In so far as absorption of higher costs by sellers was not possible, 
the alternatives were a rise in ceiling prices or a subsidy to cover 
higher transportation costs. The government also bore the higher 
transportation costs involved in shipping coffee and cocoa into this 
country. By absorbing the higher costs, the government was able, 
through a payment of % of 1 cent per pound of coffee, to cover in- 
creased transportation costs that varied from % to 144 cents per 
pound. 

3. The imposition of the General Maximum Price Regulation in 
March, 1942, confronted distributors of vegetable oil products with a 
serious squeeze. It was not possible to roll back prices to the farmers. 
Hence, here again the government, through disbursements by the 
Commodity Credit Corporation, was able to reduce prices to the dis- 
tributors. In this manner the distributors once more were able to buy 
vegetable oil products at a price consistent with their resale prices 
under the G.M.P.R. 


Sales of Government Services Below Cost 


In time of war the government becomes an entrepreneur in many 
areas controlled by private enterprise in peacetime. Control of shipping 
and war risk insurance are examples. In the sale of shipping services 
and freight, the government is in a position to subsidize imports. In 
order to assure continued imports in the face of rising costs and rela- 
tively stable prices of resale in the United States, the Office of Export 
Import Price Control formulated, in codperation with the War Ship- 
ping Administration (W.S.A.), a program for reducing the delivered 
price of imports. Rates for war risk insurance, for example, were ' 
duced to those in effect January 1, 1942. Luxury items were, howeve!, 
subject to compensatory (i.e., cost) rates. 
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The savings on delivered prices for imports are estimated at 60 
million dollars annually, though losses to the government have prob- 
ably been less. (Compensatory rates are probably estimated at a level 
higher than is necessary to cover costs; and part of the imports are used 
in the fulfillment of government contracts. In such cases, the joss to the 
W.S.A. is offset by gains to other agencies.) In several instances, 
the W.S.A., at the instigation of the Export-Import Price Control 
Office, also agreed to reductions in surcharges on freight. When, for 
example, the delivery of newsprint from Newfoundland to the South 
was jeopardized, the alternatives were an increase in the ceiling price 
of all newsprint or a subsidy payment for the deliveries from New- 
foundland. A reduction in the surcharge on freight for newsprint from 
Newfoundland to the South solved the problem 

The following principles prevailed in the formulation of the O.P.A.- 
W.S.A. subsidy program: 

1. The imported product favored by artificially low rates must be 
essential. 

2. Importation should ordinarily be by private interests. (Where 
commodities are brought in by public agencies, the payment of lower 
rates involves a transfer of funds from one agency to another. In some 
instances, however, the W.S.A. has subsidized the Commodity Credit 
Corporation. ) 

3. The resulting reduction in costs should not result in a windfall 
gain to the importer or any other distributor. It is not helpful, for 
example, to reduce war risk insurance rates if imports are a small part 
of total supplies in the United States and demand is elastic to some 
extent, so that prices are determined by the costs of domestic output 
and not by the contribution of the foreign country. In these circum- 
stances a reduction would merely improve the profit position of private 
enterprise at the expense of the government. Again, any reduction 
should automatically be passed on to the buyer where the objective 
of the reduction is a decline of prices. 

4. Where the effect on the domestic economy of a rise of prices was 
not likely to be serious, it was preferable to raise ceiling prices rather 
than to put the burden of assuring the continued flow of imports on the 
public exchequer. An example is the pending price regulation on im- 
ported distilled liquors. In a limited number of cases, the best way 
out seemed to many neither to allow increases of prices nor subsidized 
rates on insurance or freight. In these instances, one of three possible 
results would follow: (1) the commodities would no longer be im- 
ported; (2) the foreign seller, unable to find alternative markets or 
other uses for the factors of production employed in producing the 
exported commodity, would reduce the selling price, thus assuring con- 
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tinued sales at low American ceiling prices; or (3) a black market Wh 
would develop. On the whole, the effect of rigidity of domestic Prices buy 
in the face of increasing costs abroad and the rise of shipping and in. see! 
surance costs has been either violation of price ceilings or discontiny. Th 
ance of sales in the American market. The way out seems then 2 Res 
flexible price ceiling for these luxury and semi-luxury items which will tra 
allow recovery of costs. In this manner, the supplies of imported com. sav 
modities will rise and to that extent the inflationary gap be reduced: ser 
Art 
IV. Inflationary Aspects of Subsidies gor 
Payments of subsidies have certain inflationary effects which should sel 
be considered as at least a partial offset to the deflationary effects, sul 
Subsidies must be financed. In the present situation, one may assume 
that expenditures required to finance subsidies will be inflationary. de 
pe es req ry 
That assumption is made because the government will presumably fix 
the tax burden at the maximum, irrespective of subsidy requirements. " 
Assume that subsidies will require 3 billion dollars annually and that 
total federal expenditures are to be 110 billions, the latter being the a 
figure proposed by the President for 1943-44. My contention is that, F 
irrespective of the payment of subsidies, the tax bill will be 50 billion = 
dollars as proposed by the President, or 40 to 45 billions, as seems c 
more likely. Once expenditures attain 100 billion dollars, the size of “ 
the tax bill is determined by considerations other than the exact level k ; 
of public expenditures. In other words, the excess of disbursements ne 
over tax receipts will be increased pari passu with the payment of ad 
subsidies.® Against this increase in pressure on all markets is to be put of 
the gains to be associated with concentrated reductions of prices in i 
very essential areas. or 

So far we have assumed that the subsidies involve the Treasury in a 
additional expenditures. In the next section it will be argued that this th 
is not necessarily the case. If subsidies net a saving to the Treasury, 7" 
then this discussion of the pressure of additional purchasing power |s a 
irrelevant. 

Subsidy payments on commodities to be used now or ultimately for . 
public purposes are to be distinguished from those to be used privately. je 
This distinction is of great importance since the government’s expendi- b 
tures in 1943-44 will be in excess of two-thirds of the national income. b 

°A program along these lines is being given very serious consideration at the preset! : 
time. 
*There is one reservation required here. The purchases of bonds out of cash balances 
that might otherwise have been spent had prices been higher (in the absence of these F 
subsidies), will be increased. In part, however, the money saved on subsidized commodi- 
ties will be spent on other commodities. 
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What the government pays out in subsidies, it recovers in its capacity as 
buyer. Savings in buying prices are larger, moreover, than they at first 
seem because any rise of prices tends to have a pyramiding effect. 
There is no subsidy involved where the government (e.g., the Metals 
Reserve Corporation) buys at 20 cents and sells to a government con- 
tractor at 15 cents. Such transactions are, in the long run, likely to 
save the Treasury money. Pyramiding is thus discouraged. Metal Re- 
serve’s losses (for example) are offset by equal or larger savings by the 
Army and other procurement agencies. The vast expenditures of 
government procurement agencies which are not recovered in the 
selling price should not, therefore, for the most part be considered 
subsidies. 

The political prejudice against subsidies may be reduced if it can be 
demonstrated either that the subsidy would save the government money 
in the long run; or, second, that the reduction in the cost of living 
might be very large as compared to the cost of the subsidy. 

Let us discuss the first issue first. We may use as an example the issue 
of the incentive payments to farmers. It is clear that the payment of 
100 million dollars for incentive payments on nonbasic farm products 
will save the consumer many times the 100 millions. Objection on the 
part of the farm bloc arises because they prefer a general rise of prices 
for all sellers of the nonbasic farm products, rather than a subsidy to 
high-cost producers. The payment of the subsidy would, in general, 
keep prices down on numerous products. The pressure for a rise of 
wages would therefore be reduced, for wages rise in response to higher 
costs of living. Since the government is planning to spend two-thirds 
of the national income, and since wages are roughly one-half of the 
national income, it is evident that any success in keeping down farm 
prices will save the government large sums of money. The government 
will gain more, not only because wages are kept down, but also because 
the government is a very large purchaser of farm products. In short, 
it may be argued on purely fiscal grounds that a subsidy program in 
many instances will reduce the budgetary deficit, rather than increase it. 

For the purpose of considering the relative magnitude of the savings 
to the consumer and the cost to the Treasury, let us assume that the 
cost to consumers of an essential item is reduced by one billion dollars 
by virtue of government subsidies. If the cost of living were reduced 
by one billion dollars and a subsidy cost 100 million dollars, it would 
generally be agreed that the subsidy was worth while. The cost of 
living would be reduced, of course, in the essential areas. 

When the consumers are saved a billion dollars, they have one billion 
dollars more available for increased consumption, taxation, or loans 
to the government. Where rationing becomes widespread, recourse to 
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additional consumption faces increasing obstacles. Additional tax cq. base 
pacity is distributed among all classes and is not concentrated in the of t 
entrepreneur class, as would follow if, as an alternative to the subsidy ani 
program, prices (and hence profits) were allowed to rise in response : 
to higher costs. A tax program will certainly tax away a large part of 
the excess profits earned when the subsidy plan is not used; but not all. 
Entrepreneurs with low costs will get large excess profits while those Pers 
with high costs may get no additional profits as a result of the rise Gov 
in prices. Nati 
The differences in the two methods may be put as follows: Where I 
prices are allowed to rise, the consumer pays more and the increased 
tax capacity is found in the entrepreneur class. Under a subsidy pro- aa 
gram, the government gains in that a further rise in the cost of living Na 
and wages is prevented. Furthermore, since prices are kept down, a 


better distribution of goods results because low income groups are de 
thus able more nearly to obtain the goods that they require. And a 
larger part of any untaxed income associated with the subsidy program 
and lower prices will be left in the hands of the lower income groups 
than under a nonsubsidy pricing program. 

Large savings may be made for industrial users also. The govern- 


ment consumes most of the lead, zinc, and copper mined currently. It “e 
has been estimated that the premium system paid for high-cost quotas hes 
has cost the government 20 million dollars; but total savings were yee 
400 millions. " 
V. British Success with Subsidies me 
That a subsidy system can be used with great effectiveness is evi- sid 
denced by the British example. Their great success in stabilizing prices pre 
since 1941 is associated in no small part with the subsidy program. Of per 
the British food index which covers 14 products, 11 products, repre- lau 
senting about 90 per cent of the weighted index, are subsidized. The 
major payments are made to keep down the price of bread, flour, milk, ; 
meat, and potatoes. The cost of food fell from 124 in April, 1941, as she 
compared with a pre-war value of 100, to 120 in December, 1942. | 
Subsidies are applied in order (1) to move fish to areas where it other- mo 
wise would not go because of the burden of transportation cosis; (2) to | 
increase agricultural output; (3) to divert milk and eggs to low go 
income consumers. The British also subsidize bakers and millers to Is 
keep the price of bread down. In many cases, they purchase imports at 
one price and sell at a lower price, and control mark-ups by distributors. of | 


That subsidies may even save the Treasury money may be gathered 
from the following rough calculations for Great Britain. Figures are ceil 


1943 | HARRIS: SUBSIDIES AND INFLATION 571 


based on An Analysis of the Sources of War Finances, and An Estimate 
of the National Income and Expenditures in 1938, 1940, and 1941: 


Subsidies in 1941 = £139 million Per cent of subsidies 
1941 in 1941 to items in 
(£ million) column (1) 
(1) (2) 
Personal expenditures 4,550 3.0 
Government expenditures 5,107 2.7 
National income 6,338 2.2 


It may be assumed that subsidies have contributed significantly 
to the reduction in the cost of foodstuffs and to the prevention of fur- 
ther rises. The retail cost of foodstuffs declined by 4 per cent from 
April 1, 1941, to the end of 1942 and the total cost of living rose by 
| per cent. Even if it were assumed that the cost of living would have 
been only 10 per cent higher in 1943 than it actually is, large savings 
would have accrued to the government. If we assume that labor ac- 
counts for one-half of total government expenses, a rise in the cost of 
living of 10 per cent would have resulted in an increase in labor costs 
to the Treasury of £250 million, or roughly twice the cost of the 
subsidy. We assume here that wages would follow rises in the cost of 
living closely. Observe also that the rise in the cost of living might well 
have been of the order of 50 per cent in these 2-3 years, had price 
control not been introduced. 

The subsidy program is an integral and important part of the price 
control program. In fact, stabilization of prices and wages, as provided 
in the spring of 1941, would not have been practical without the sub- 
sidy program. The cost of living had risen by 25-30 per cent in the 
preceding 18 months and might well have risen another 15-20 per cent 
per annum in 1941-43 had not a vigorous subsidy program been 
launched.” 


Without attempting a summary of the paper, a few conclusions 
should be emphasized. 

1. A well administered subsidy program will save consumers much 
more than the cost to the Treasury. 

2. Against the outlays by the Treasury are to be put savings to the 
government as purchasers of materials and labor. A probable outcome 
is a met saving to the Treasury. 


"Cf Dominion of Canada, Report of the Wartime Prices and Trade Board, p. v. Cost 
M subsidies for the first 15 months of the price ceiling (ended February 28, 1943) were 
63.6 million dollars. These costs are small compared to the rise of 350 millions in the 


re of consumer goods which might easily have been incurred in the absence of the price 
ceiling. 
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3. Subsidies are, therefore, probably anti-inflationary; and even jj 
a price rise should result, the rise will be spread thinly over the whole 
economy and the reduction will be concentrated in areas of very 
essential commodities. 

4. Subsidies cost much less than they at first seem. For the most 


part, outlays are recouped by savings on government contracts. What M 
one government agency loses as seller, another gains as buyer. Here | 
have in mind a somewhat different point from that made under No, ? 
above. The government gains because its agencies and contractors buy 
directly from government agencies that sell at a loss. This is the im- - 
portance of point No. 4. In addition, the government gains because there : 
is less pyramiding, as prices of labor and farm products and mark-up; -" 
are kept in check. That the government will probably save money i 
through a wise use of subsidies (as is argued in point No. 2) is ex- ns 
plained by both these considerations. : ; 
5. Finally, why are subsidies not used more widely in the United th 2 
States? 
a. In view of other fiscal operations, the prejudice against deficit i 
spending can be passed over. In any case, this consideration is probably nae 
irrelevant. The cost to the government may well be nil; and even if seal 
there is a cost, the much larger gains in lower cost of living and political = 
stability are to be considered. ré 
b. There is great danger of abuse. This is a particularly important C 
matter in the United States where group interest wields much political like 
power. Perhaps the smaller influence of groups in Canada and the ve 
United Kingdom than in this country explains the greater popularity ree 
of subsidies in those countries where deficit financing is considerably me 
less popular than here. The answer to the argument of danger of abuse wes 
is that subsidies should be determined on nonpolitical grounds by 4 a 
public body not subjected to political pressures. This is, of course, much a 
easier said than done. adn 
c. Administrative complications are a deterrent and should be. Yel Mo 
careful choice of the areas of subsidies and the level at which they are to say 
be paid will reduce the weight of this factor. poit 


d. Subsidies are frowned upon by Congress because it is not dis 
posed to trust administrators with the use of large funds. 


| 
| > 


MOULTON’S THE NEW PHILOSOPHY OF PUBLIC DEBT" 


By Davip McCorp Wricut* 


I 


“Tt is not enough for the knight of romance that you agree that his 
| lady is a very nice girl—if you do not admit that she is the best God 
ever made or will make you must fight. There is in all men a demand for 
the superlative, so much so that the poor devil who has no other way 
of reaching it attains it by getting drunk.” 

In these famous sentences Mr. Justice Holmes long ago summed up 
that preference for oversimplification and dogma which is one of the 
besetting weaknesses of human controversy. Today the same urge 
for the superlative of which he spoke manifests itself with particular 
force in the current.discussion of the national debt. Most laymen must 
have it that the public debt is either a monster crushing out our lives, 
or else that it involves no burden, entails no cost, and is the sole con- 
dition of freedom. 

On a first reading, Dr. Moulton’s extremely interesting study is 
likely to appear a continuation of the same strain of argument. The 
dangers of the debt are magnified and constantly repeated, while the 
short volume—but ninety-three pages in al]—fairly bristles with dog- 
matic statement and highly colored adjective. More careful reading, 
however, gives a different impression, and a thoughtful reader may 
well conclude that Moulton, in spite of himself, is in far greater agree- 
ment with his opponents (for example, Professor Hansen) than he ever 
admits. Lest the casual reader be misled by the polemic character of 
Moulton’s work, we may begin by summarizing the points on which 
he and his opponents may fairly be said to agree and then pass on to 
points of difference. 

In the Brookings trilogy, The Distribution of Income and Economic 
Progress, Dr. Moulton gave a version of the “over-saving” thesis 
which would not, I feel certain, receive the unqualified support of 


*Mr Wright is associate professor of economics at the University of Virginia. 

‘H b Moulton, The New Philosophy of Public Debt. (Washington: Brookings Inst. 
3. Pp. vi, 93. $1.00.) 

'O. W. Holmes, “Natural Law,” Harvard Law Rev., Vol. 32 (Aug., 1918), p. 40; 


8 in The Dissenting Opinion of Mr. Justice Holmes (New York, Vanguard Press, 
1929), p. xiii. 
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Professor Hansen.* Yet both Hansen and Moulton would certainly 
agree that after 1929 (if not before) excessive saving, or, as Hansey 
would put it in more precise Keynesian terms, an insufficient propensity 
to consume, was a major problem. Both, too, would feel that the r. 
distribution of wealth furnished a promising method of attack on this 
problem. And, while Hansen would favor the use of other methods, 
in addition to redistribution, it is clear that the basic diagnoses fron 
which both writers take their departure have a good deal in common, 

Furthermore, and this will doubtless surprise many hasty reader 
of Moulton’s book, Moulton is mot an opponent of deficit financing 
per se. He says specifically that he favors the use of deficits in periods 
of “depression and readjustment.”* “It is,” he says, “only necessary 
that the debt be kept under easy control—that is, well within reveny 
possibilities.”*® Moulton nowhere defines what he means by “easy” con- 
trol or “revenue” possibilities, but from other statements scattered 
through the book it would appear that he would agree that the follov- 
ing factors were among the most important to consider: “the level oi 
the national income, the kind of taxation levied, and the wisdom of the 
public investment and public expenditures made.’* Yet these are the 
words he himself uses in summarizing Hansen’s views, and the reader 
is justified in asking what after all is the point of difference between 
Moulton and Hansen. 

This theoretical point concerning which Moulton believes himself 
to differ from Hansen, Berle, and others, is summarized by Moulton 
as follows: “The new philosophy . . . holds that public finance is 
really only a matter of bookkeeping, that a rising debt has no adverse 
consequences, and that without a constantly increasing debt we cannot 
hope to have full employment and prosperity.”” In other words, Moul- 
ton charges his opponents in general, and Hansen and Berle in pat- 
ticular, with the opinion that a public debt entails mo burden and that 
a constantly rising debt is always essential to full employment. 

It is much to Dr. Moulton’s credit that, instead of firing a broadside 
at an unnamed group of writers, he has named names and picked 
specific economists for attack. However, his selection of opponents 
is a singularly unfortunate one and greatly diminishes the effectiveness 


*H. G. Moulton, et al., The Distribution of Income and Economic Progress (Washingt™. 
Brookings Inst., 1935). It should be stressed that Professor Hansen does not hold a 
underconsumptionist theory of the cycle such as Moulton’s or Hobson’s. Hansen's cycle 
theory is more similar to that of the over-investment schoo! or to D. H. Robertson's. 


*Moulton, The New Philosophy, p. 50. 
* Ibid., p. 52. 
Ibid., p. 60. 
* [bid., p. 3. 
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of the book. For, while Professor Hansen undoubtedly has frequently 
shown a very great enthusiasm concerning the advantages of public 
spending, it may nevertheless be stated without fear of successful 
contradiction that he has mever written anything which, fairly inter- 
preted, can be construed to mean that he adhered to any of the views 
attributed to him by Moulton in the passage just quoted,* and the same 
is probably true of Berle.® Indeed it would be difficult to find any out- 
standing economists who have espoused such views. Mr. Lerner comes 
nearest to it, but even he sees clearly the inflationary danger and the 
necessity, at times, for taxation if inflation is to be avoided.*® While 
persons holding the extreme views Moulton attacks have undoubtedly 


*After searching Professor Hansen’s writings Moulton lists five quotations which 
ve” that Hansen believes a public debt to entail no burden. Two of these are dis- 
iter on in the text. The remaining three are: “costs and incomes are just opposite 
sides of the same shield”; “a public debt internally held . . . has none of the essential 
earmarks of a private debt”; “fan internal debt] is in fact so different from what we 
usually think of as debt . . . that it should scarcely be called a debt at all.” The New 
Philosophy, p. 7. While considered hurriedly these do sound uncompromising, they none of 
them necessarily imply either that the debt has no burden or that it is always a good thing. 
Considered in their context the first is seen to be part of a discussion of the relation of 
costs and incomes, the second deals with the public debt as an instrument of national 
policy, and the third comes from a discussion of the well-recognized difference between 
public and private debt. 

It is curious that despite Moulton’s apparent diligence in ransacking Hansen’s writings 
he should have missed so many cGuotations which could have made Hansen’s position 
quite clear. For example, after detailing Professor Pedersen’s views—which correspond 
somewhat closely to what Moulton thinks of as the “New Philosophy”—Hansen says, 
“While the above statement places the emphasis in the right place, it is nevertheless, unless 
properly qualified, an over simplification” (italics added). A. H. Hansen, Fiscal Policy and 
Business Cycles (New York, Norton, 1941), p. 144. 

Again on page 174 of the same book we find the following statement which disposes of 
all doubt on the matter: “With respect to proportionality, a large debt iu relation to 
national income may imply a disproportionate amount of wealth invested in government 
bonds. ... The rentier class might accordingly become too large. . . . Even an ideal tax 
structure will restrain more or less the inducement to invest,” etc. (Italics added.) It is 
unfortunate that Moulton does not appear to have read this passage, coming though it 
does at the end of a section headed “Limits to the Public Debt” which might have been 
expected to attract his attention. Had he done so he would have avoided most of the mis- 
conceptions in the New Philosophy. Numerous other quotations might be given to show 
that Hansen has been well aware of all the possible friction urged by Moulton. 


‘The most extreme statement made by Berle, with which the author is familiar, is his 
remark that the dangers of a breakdown of government credit have been “wholly over- 
stressed.” This certainly does not deny that they exist. See Hearings before the Temporary 
National Economic Committee, May 23, 1939. Further, how did Moulton miss the follow- 
ing remarks by Berle from the same source: “The use of the Federal credit by providing 
relief . . . is not a permanent solution. There is always the danger that the time may 
come when an economy so organized will reach the end of its tether’ (italics added)? 
Moulton is quite unjustified and misleading in saying that “nowhere does Mr. Berle suggest 
that a balanced budget is necessary or that a continuous growth of the public debt might 
have adverse effects.” Numerous quotations by Berle might be cited which would clearly 
rebut this. See infra, note 15. 

see A. P. Lerner, “Functional Finance,” Social Research, Vol. X (Feb., 1943), p. 38. 
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been found in the economic fold, he is, as far as most of the profession 
are concerned, aiming at a straw man. 


II 


As far as the mechanics of presentation are concerned, Moulton 
has done a good job. The book is well organized. First the “New 
Philosophy” is detailed. Next comes a series of quotations by which 
Moulton tries to show that various writers adhere to this philosophy. 
The third chapter contains Moulton’s version of how the new ideas 
have developed. Chapter 4, “Appraisal,” is the core of the book. In it 
Moulton sets forth three grounds upon which he believes that the 
alleged adherents of the new philosophy base their case for a “con- 
stantly” expanding debt. These are (1) the mature economy, (2) a 
“chronic excess of money savings,’* (3) the idea that business enter- 
prises are no longer dependent to any great extent upon investment 
markets for expansion capital.’* 

Each of these theses is elaborately criticized and dissected, though, 
oddly enough, Moulton admits (parenthetically) regarding all of them 
that they may possibly be correct. He reconciles his own “over-saving” 
views with his present criticisms by alleging that the New Deal has 
brought about a substantial redistribution of wealth sufficient, perhaps, 
to dispose of the problem of saving. This is a remarkable claim and 
careful scrutiny of the text will show that Moulton is by no means as 
sure of it as he at first sounds. 

After disposing of the stagnation idea, he passes on to give brief 
mention of Berle’s capital bank scheme, the idea that the public debt 
is a good thing because it supports the banks, and some of the prob- 
lems of taxation.** The remainder of the chapter is taken up with a 
discussion, on fairly customary lines, of the burden of the debt and its 
limits. During this discussion Moulton makes a number of concessions 

™ Moulton presumably uses the adjective “money” in connection with savings to mett 
the Keynesian terminological objections regarding the “equality” of savings and investment. 


It should be noted that this does not meet the difficulty. To the rigid Keynesians, a! 
money is “saved” or “hoarded” all the time, as Haberler points out. 

“On this point Moulton says that when new investment is low replacement wil 
naturally take a larger share. But T. C. Blaisdell, Jr., whose statements are quoted (7h 
New Philosophy, p. 36) had merely stated that many corporations did use replacement 
and depreciation allowances for expansion. This fact is undoubted, and does not neces 
sarily imply the confusion charged by Moulton. The doctrine that corporations ar 
becoming more independent of the capital markets for expansion capital has many base 
other than a comparison of gross investment with replacement. 

* Moulton’s criticism of Berle is based partly on the tacit assumption that all gov- 
ernment enterprises which do not “earn” their costs—i.e., which have to be subsidized 
from taxes—are worthless. This of course is an absurd exaggeration. As Berle points out, 
the same line of thought would mean that the Brooklyn Bridge was worthless because " 
was supported by taxes, while the George Washington Bridge, supported by tolls, mus 
therefore be worth while. See further infra, note 24. 
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and alterations regarding his earlier statements. So much so, indeed, 
that one wonders whether it would not have been fairer to his own 
ideas. as well as those of his opponents, had these concessions been 
placed nearer the beginning of the book. In conclusion two brief 
chapters discuss debt and inflation and debt and post-war plans. 

The style throughout is clear and lively and of a type likely to appeal 
to the popular reader.** On the whole, however, despite these exposi- 
tory excellences, most economists who are at all conversant with the 
facts will, I believe, put down Moulton’s book with a sense of disap- 
pointment. We read today of paper cities erected near European capi- 
tals to mislead the bomber pilot and induce him to drop his bombs in the 
wrong place. Dr. Moulton is in much the position of one of these airmen 
who has devastated the false Berlin, or the false London. He has blown 
up the target at which he was aiming, it is true, but it is not the target 
he thought it was. Nevertheless, Moulton’s book may well prove to 
have done a signal public service. If the New Philosophy described by 
him is definitely not that taught by Keynes and Hansen, it is neverthe- 
less the philosophy many people, especially laymen, have misunder- 
stood them to teach. It is difficult to rebut a number of vague misap- 
prehensions precariously existing in the mind of numerous persons, but 
when these are gathered together in a widely circulated book it fur- 
nishes, as it were, a focal point for discussion, and, in consequence, 
gives an admirable opportunity for clarification. It becomes possible to 
define definitely wherein the writers attacked by Moulton do adhere 
to the views attributed to them and where they do not. 

The basic weakness in Moulton’s attack on the Keynes-Hansen 
school is that he fails to grasp the fundamental idea of their entire 
position: that the appropriateness of a particular economic measure 
can only be judged relatively to surrounding circumstances.”* He insists 
on misconstruing Hansen’s teaching that a public debt is sometimes 
a good thing into a doctrine that it is always a good thing. Relativity 
is completely lacking in his cosmos. Statements made with reference to 
one set of circumstances are torn from their context and quoted, without 


“It should be emphasized, however, that Moulton’s errors are not simply the usual 
inaccuracies inseparable from popular writing. They are frequently basic. 

~ Compare the following from Berle: “It comes hard to many of us to realize that 
economic measures are not laws of God, but are expedients, entirely proper im one set of 
circumstances and entirely fatal in another. Chairman Eccles of the Federal Reserve 
Board spent most of his time after 1933 in urging the freest possible expenditure of 
currency and credit, recognizing that deflation was the great enemy. Yet, in the August 
1941) number of Fortune, he wrote one of the ablest arguments ever made for exactly 
‘he opposite process—‘for hardboiled fiscal and credit policies.’ He was right both times. 
Once the peace comes, he, and all of us will have to shift back at once to the main problem 
of seeing to it that there is adequate finance to construct markets up to the full limit of 
employment and production.” A. A. Berle, Jr., “And What Shall We Do Tomorrow?” 
Fortune, Oct., 1941, p. 124. 
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explanation, or qualification, as if applicable to quite different situa. 
tions. Moulton, indeed, in his desire to ascribe to his opponents a sweep- 
ing advocacy of extreme doctrine, is scarcely as just in his selection anj 
arrangement of quotations as one would expect. For example, the most 
unqualified statement attributed to Hansen, “We shall come out of the 
war debt free. We shall have no external debt, only an internal debt.” 
is taken from an interview published in the Chicago Journal of Com. 
merce of June 27, 1942.** If, however, we turn to that Journal {or 
August 31 of the same year we find the following: 

“On June 27th, there appeared in the Chicago Journal of Commerce 
a lengthy interview with Dr. Hansen. . . . Because Dr. Hansen felt 
that he was misquoted in some instances, thereby conveying a wrong 
impression, the Chicago Journal of Commerce asked him to prepare 
an article specifically setting forth his ideas . . . which is presented 
herewith.” (Italics added.) Yet, although Moulton quotes from the 
second article, he does not scruple to use quotations from the first 
interview. Surely this is not very magnanimous treatment. 

To recount all the instances in this little book of the misleading 
use of quotations wrenched from their context would be a weary and 
invidious process. One further example, however, is worthy of mention. 
Moulton says: “That Dr. Hansen believes it is not only unnecessary to 
maintain a balanced budget but that a permanently expanding public 
debt is essential to prosperity . . . is indicated by the following: ‘The 
attack on chronic unemployment by means of . . . a continually rising 
public debt is essentially a conservative proposal.’ ””” 

The mistake here, of course, is the confusion between the relative 
and the absolute size of the debt. One may well advocate a continually 
rising debt, as Moulton admits, if, on the average, the national income 
is rising sufficiently. But this does not mean that one advocates a con- 
tinually rising debt relative to the national income. It should further be 
noted that Hansen is here using the word “conservative” in the sense 
of the protection of property rights—not with reference to “sound” 
finance. More complete quotation would have made this clear.” 

It is quite impossible in an article of the present length to discuss 
each and every point of controversy treated by Moulton. It will, there- 
fore, be necessary to select only a few outstanding ones and to give 
even them but rather brief treatment. This will result in a somewhat 
incomplete picture, but, unless something of the sort is done, the dis- 


Moulton, The New Philosophy, p. 7. 

" Ibid., p. 8. 

“What Hansen actually said was that a continually rising debt was “conservative . . 
in the respect that it does not necessarily involve a redistribution of incomes.” Moulton 
omitted the explanatory sentence. This is typical of many quotations throughout the book. 
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J 


cussion would assume inordinate proportions. An attempt will be made, 
however, to mention in the notes certain of the points which are omitted 
in the text. 

Let us begin by examining some of Moulton’s views regarding what 
he calls the stagnation thesis. The writer, it should be said, has never 
been an unqualified adherent of the stagnation view for the reason 
given in his Creation of Purchasing Power, that “While at a particular 
point of time we can say with some confidence that the propensity to 
consume is too low with reference to the inducement to invest, to go 
further and say that this state of affairs will probably continue .. . 
may transcend the realm of economics and enter the realm of proph- 
ecy.”"® To explain more fully, I am somewhat inclined to disagree with 
Professor Hansen as to the probability of an insufficient inducement 
to invest, after the war, relative to our propensity to consume. The 
stagnation thesis, it seems to me, makes ceteris paribus assumptions 
relative to the international institutional milieu which may not prove 
valid. A reorganization of world trade which opens for investment the 
great areas of China, etc., may, it is at least reasonable to hope, absorb 
all our savings. 

Moulton, however, misunderstands the thesis itself—at least in the 
form put forward by Professor Hansen. He never grasps that Hansen 
is not arguing for a high propensity to consume or a low one for its own 
sake but only with reference to the conditions obtaining at some one 
point of time. If the inducement to invest did increase, so as to ensure 
full employment, nobody would be better pleased than Hansen, and 
he would immediately recognize that a low propensity to consume was 


no longer a problem. There is then no analytical difference between 
Hansen and the writer. But Moulton, as said before, misses the rela- 
tivity of Hansen’s statements. He ridicules David A. Wells and other 


economists of the 1880’s who put forward ideas similar to Hansen’s, 
because later on prosperity returned.”° He fails to realize that at the 
time they wrote Wells and Carroll Wright may have been quite justi- 
fied in their beliefs. In this connection it should also be said, regarding 
the probability of an increase in the inducement to invest, that Moul- 
ton’s point that it is possible for technological change to take the place 
of population growth (a point which, as Moulton admits, is well recog- 
nized by Hansen) is not the same thing as saying that it will take the 
place of population growth." He confuses hypothesis with history— 
possibility with reality. 


. "See D. McC Wright, The Creation of Purchasing Power (Cambridge, Harvard Univ. 


r 49 
) 


7 Moulton, The New Philosophy, p. 26, et seq. 
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As a means of rebutting the stagnation thesis, one of the oldest con. 
fusions in economics is employed, namely, the confusion of unsatisfied 
wants with effective demand. Moulton writes, “But it is equally true 
that the unfilled wants and desires of the existing population constitute 
potential markets. Jf (italics mine) the existing system is operated 
so as to expand consuming power in proportion to the increase in pro- 
ductive power,” there is no reason for trouble.” Precisely. But how? 
Moulton implies later on that one of the best methods would be a 
redistribution of wealth. Yet wherein does this differ greatly from 
Hansen’s desire to raise the propensity to consume? 

It must be pointed out that responsible proponents of the “stagnation 
thesis’ by no means believe that technical progress and increased 
total production are impossible. They only maintain that, with the exist- 
ing propensity to consume, relative to investment outlets, increases are 
unlikely. In other words, a lower propensity to save (higher propensity 
to consume) would, they think, result in a more rapid growth of output. 
Moulton’s quotation from Hansen that “there is no evidence that our 
economy is in any sense becoming decadent, inefficient, incapable of 
continued progress in productivity” by no means implies an abandon- 
ment of the “stagnation thesis.”** What Hansen is saying is that if we 
find ways of effectively expressing unsatisfied wants in the market place, 
then we can continue to progress. This of course is Moulton’s own view. 

Probably Moulton would have realized more fully the extent of the 
agreement between Hansen and himself had he obtained a clearer idea 
of what is meant by the “propensity to consume.” The propensity 
to consume is a schedule, similar in construction to the Marshallian 
demand curve, detailing the amounts which will be saved under given 
conditions at various levels of the national income. The schedule, fur- 
thermore, is, in Keynes’s belief, likely to be so shaped that a larger 
proportion will be saved at higher than at lower levels of income. Had 
Moulton seen this more clearly, he would not have cited, in refutation 
of Hansen’s statements, statistics which, if anything, substantiate them. 

He points out that Department of Commerce figures show a decrease 
in the ratio of private savings to national income from about 12 per 
cent in 1929 to an average of roughly 7.5 per cent in 1936-39. From 
these data the conclusion is drawn that a far-reaching change has been 
brought about in our savings habits.** These figures, however, do not 


* Ibid., p. 24. 

* Ibid., pp. 29-30. 

“ Ibid., p. 32. Moulton also criticizes Hansen, on page 33, for slurring over the réle 
of taxes. He says that Hansen’s statement that consumption in the late twenties equalled 
88 per cent of the national income and that the same was true in the late thirties implies 
that “the remaining 12 per cent in each case represented funds available for private 
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rebut Hansen or necessarily indicate a change in the propensity to 
consume, in the schedule sense. The period 1936-39 was one of lower 
income levels relative to 1929. Therefore we should expect a smaller 
proportion saved than at higher levels. The error here is similar to that 
of confusing a change in demand, in the sense of the amount actually 
bought, with a change in the demand curve. 

Enough has been said to show that the “stagnation thesis” as 
Hansen has put it forward, at any rate, is completely misstated by 
Moulton.”® Probably the next most important confusion concerns the 
extraordinary conclusion drawn by him from Hansen’s diagnosis of 
the “1937 episode.” Hansen had said: “I think that [the] recession 
of 37 was to a very large extent due to [the] . . . decline in the net 
income creating expenditures of the government.”*° From this Moulton 
evolves the doctrine that Hansen thinks “any reduction in net govern- 


investment.” But, says Moulton, in one case taxes might have taken all the savings. In 
another they might not. This criticism is irrelevant. What Hansen is stressing is that if 
the 12 per cent saved were hoarded it would start a deflation, unless offset by deficit 
financing or forced onward by taxes. Even if taxes took all the savings it would not neces- 
sarily mean a reduction in investment in real terms. Government would be doing the 
investing. Of course if one believes that all government investments are waste then per- 
haps they should all be classed with consumption. But such an extreme view is absurd— 
though the writer has been at some pains to rebut extreme statements of the opposite 
order. See my Creation of Purchasing Power, p. 144. I am indebted to Dr. Richard A. 
Musgrave, and Dr. Marie Butler for much statistical and other material in connection 
with Moulton’s criticisms. 

*It is interesting to compare Moulton’s summary of his appraisal of the stagnation 
thesis with what we have learned to far. The summary appears on page 42 of The New 
Philosophy and runs as follows: “(1) The mature economy thesis is not supported by the 
evidence and it has apparently now been abandoned by its leading exponent.” Regarding 
this, we have seen that Moulton’s statistics evince great confusion of thought, and that 
the quotation used to show “abandonment” of the thesis is an error. 

“(2) The argument that we are confronted with a permanent excess of money savings 

is based upon a fallacious comparison—that of consumption with national income—which 
takes no account of increasing taxes and their effect upon savings.” On the contrary, 
Moulton’s figures do not show that taxation has greatly increased the propensity to con- 
sume—if at all. See also supra note 24. 
_“() The belief that business corporations have in recent years largely freed themselves 
‘rom dependence on the general capital market grows out of a failure to differentiate 
between the replacement of old and the creation of new plants and equipment.” This 
statement is almost wholly incorrect. Even assuming the alleged mistake to have been 
made, which is very doubtful, the doctrine stated has many other bases and its possible 
validity is admitted by Moulton. 

“(4) The contention that the depression of 1937 was due to a reduction in the govern- 
ment's ‘net contributions to purchasing power’ belies the pump priming theory itself; and 
t overlooks the significant fact that aggregate purchasing power . . . was rapidly 
increasing up to the time the depression began.” As will be shown shortly, Moulton in 
‘tis criticism has forgotten the acceleration principle and confuses the effects of an 
absolute increase with its rate of change. The doctrine stated does not necessarily “belie” 
‘Ne pump priming theory. 

“Moulton, The New Philosophy, p. 40. 
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ment outlays will only lead to disaster.”*" Moulton further remarks that 
“Hansen’s analysis obviously overlooks the fact that it is aggregat, 
national purchasing power, private and public, that counts. The sta. 
tistics . . . show that aggregate purchasing power was rising rapidly 
during the period in question.”** 

What Moulton has forgotten here is the importance of the rate of 
change. Hansen, of course, had not overlooked aggregate purchasing 
power. If one reads his original treatment of the problem, it will be 
seen that it runs in terms of the “acceleration principle.”*® Hansea’s 
feeling was that, because private investment had not risen sufficiently 
to offset the decline in government spending, the rate of growth of 
total demand was declining even though the absolute growth might 
still be great. The relation which obtains in some circumstances between 
the rate of growth of consumption and capital demand is an elementary 
principle cf business cycle theory. The Keynesians certainly do not 
believe that a net decline in public spending must cause a collapse. If 
the total rate of investment (public and private) is sufficient, they feel 
(with Moulton) that no difficulty need ensue. 

Another important issue which may be briefly mentioned is Moulton’s 
treatment of the inflationary problem. He quite properly warns us of 
the danger of what the writer has called “pressure group” inflation.” A 
large part of the chapter on inflation, however, is taken up with a highly 
disingenuous attempt to confuse wartime controls with the peacetime 
inflation problem.” In time of peace, if large-scale hoarding is going on, 
net increases in the money supply do not necessitate rationing, price 
fixing, etc. Similarly, if the deficit merely accompanies and expresses 
increases in production, there need be no large-scale price increases. 
The tacit confusion of war and peace seems indefensible; for, since 
the problem turns largely on the “elasticity of supply,” which is 
so different in the two circumstances, generalizations based on wat 
experience are quite inappropriate elsewhere. 

The final point to be discussed is the relation of deficit financing to 
the post-war reorganization of world trade. Moulton tries, I believe, 
to show that the reorganization of world trade on less mercantilistic 
lines and the return to the gold standard are impossible if large-scale 

* Loc. cit. 
* Mouiton, op. cit., p. 41. 


*In making this point I do not necessarily imply that the acceleration principle w' 
the chief cause of the 1937 crash. I am only showing that Moulton’s objection to Hansens 
analysis is not valid. For statistical material relating to the downturn, see S. H. Slichter, 
“The Downturn of 1937,” Rev. Econ. Stat., Vol. XX (Aug., 1938), p. 97. 

* Moulton, The New Philosophy, pp. 77-78. Cf. my Creation of Purchasing Power, p. 22 

™ Moulton, The New Philosophy, p. 86, et seq. 
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deficit financing be employed.** While I do not regard a return to the 
gold standard with enthusiasm, nevertheless I feel that it should be 
realized that deficit financing and the gold standard are not always in- 
compatible. As J. E. Meade points out, all that is needed is that the 
maior nations of the world expand more or less simultaneously in times 
of unemployment." Furthermore, this roughly simultaneous expansion 
can occur, not only if there are elaborate interlocking treaties, but also 
if there is a general body of internationally recognized doctrine relating 
to compensatory public finance. If this is followed spontaneously by 
monetary authorities in all important countries, little maladjustment 
will ensue. The gold standard, it must be realized, worked, when it 
worked, because of a general acceptance of certain rules by the central 
banks of the world—not because of international coercion. This is, of 
course, a matter on which a great deal more could be said. 

From what has been pointed out in this survey of a few of the issues 
of Moulton’s book, it will be seen that we have found many confusions 
and misstatements, but few substantial differences between Moulton 
and those opponents whom he names.** The analytical points on which 
he believes himself to differ from Hansen and Berle are clearly a mis- 
take. Is there then no real difference? To say as much would be going 
too far. It seems to me that there is a very real difference in emphasis 
and in indicated policy. While I hesitate to state Moulton’s views too 
dogmatically, I believe that the real point of difference lies in whether 
we are to regard the balancing of the budget as a desirable aim or as the 
chief aim of economic policy. 

Moulton tells us that a Brookings study is forthcoming concerning 
methods of balancing the budget after the war. This study should be 
interesting in view of his statement that it may be “essential” that the 
budget be unbalanced in time of “readjustment.” Perhaps, therefore, 
I do not interpret him fairly in what follows, and if so I offer my apolo- 
gies in advance. Yet it seems to me that the post-war policy toward 
which Moulton’s analysis tends is one of rigid economy aimed at 
balancing the budget as the first consideration, and with unemployment 
only a secondary matter. On the other hand, Professor Hansen, and 


*Moulton’s position is so difficult to define clearly from this book that I may be doing 


him 


him an injustice in this statement of his views on foreign trade. 

" See J. E. Meade, An Introduction to Economic Analysis and Policy, 2nd ed. (Oxford, 
Oxford Univ. Press, 1937), Pt. V, chap. 7. Of course if there is a deficient supply of gold 
‘o maintain a satisfactory price level other complications might ensue. 

‘The fact that it has been impossible, in view of limitations of time and space, to 
comment on all of Moulton’s criticisms is not to be taken as necessarily admitting the 
validity of any of those not mentioned. Some selection had to be made and I took 
ee which I thought most important. To point out each inaccuracy and misstatement 
in this book would require a review at least twice as long as the present one. 
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many others whom Moulton considers his opponents, would rank the 
aims of economic policy in the following order: (1) increasing th 
standard of living; (2) reducing unemployment to a minimum: 
(3) balancing the budget.** For the remainder of this article we yij 
discuss the issue raised by this conflict of standards. 


III 
Surely, after all that has been written on the subject, we should 


now be able to bring to a close the long and weary controversy as to | 


whether or not an internally held national debt entails a burden w 
society. In this regard the writer agrees with Dr. Moulton and Pro- 
fessor Hansen that the extreme position that a debt involves no bur 
den has long been shown to be untenable.** On this point, indeed, Mou- 
ton is probably at his best in the book for, while he contributes noth- 
ing very new, most of what he has to say is substantially correct. 

Let us run over the arguments which are advanced to maintain that 
no burden is involved. First of all there is the “one big family” argu- 
ment. Taxes are mere transfer payments, the money is taken out of 
one pocket and put into another, etc. It is easy to show that this 
argument can not be pushed too far. The process of transfer involves 
administrative waste and friction. There is a vast problem concerning 
the distribution of wealth. Unmwise taxes may hinder private invest- 
ment and the growth of the national income. In this connection Mr. 
Lerner’s ingenious attempt to minimize the possible deterrent effects 
of high progressive income taxes upon investment has failed to ac- 
complish its purpose. As a matter of formal logic his demonstration 
must be conceded that the gains and losses from investment can be so 
balanced as to leave the investor indifferent between them. What he 
has overlooked, however, is that the investor may prefer to do nothing 
at all. The rewards of entrepreneurial endeavor may be smaller than 
the supply price asked by the entrepreneur. 

A second line of argument suggests that the money supply can be 
increased to take care of taxes needed to service the debt. Mr. Lerner 
suggests that the interest charges on the national debt can be ten, 
twenty, or any number of times the national income. All that is needed 
is that enough money be put into circulation to enable the populace 
to buy the current output of goods after they have paid their taxes. In 
other words, on the average, each citizen could be getting his regular 


*T list the criteria in the order given because it seems to me that too much emphass 
on employment alone, as the chief aim, entails the risk of having this standard used '° 
justify “make-work” and monopoly restrictions of all sorts. 

“The summary which follows represents my own views and should not be interprete? 
as accurately presenting the views of either Hansen or Moulton. 


1943] 


earnee 
bonds 
him n 
to use 
and s¢ 
and o' 
circul: 
variou 
many 
the st 
Perfec 
might 
very | 
classi! 
tries ¢ 
to but 
notice 
if tax 
adver 
state 


terest 
stagn 
unles 
comp 
bond 
unch: 
well 


tion ( 
lecto 
portu 
avera 
Ag 
conti 
of in 
can 
Ot 
low-i 
of be 
betw 
proce 


1943] WRIGHT: PHILOSOPHY OF PUBLIC DEBT—A REVIEW 585 


earned income of, say, $100, and im addition, interest on government 
bonds of, say, $1,000. But this $1,000 would be taxed away, leaving 
him neither better nor worse than if there had been no debt, and free 
to use his regular income to buy his share of the current output of goods 
and services. A species of revolving fund is set up which is used over 
and over again to pay taxes and interest but never allowed to get into 
circulation.’ Even assuming this process to work smoothly, and, as 
various economists, including Moulton, have pointed out, there are 
many possible difficulties, it still would greatly increase the power of 
the state over the economic well-being of each individual tax payer. 
Perfectly uniform income taxes for all citizens in any income range 
might leave all able to buy their share of the national product. But 
very slight variations in uniformity, for example through ingenious 
classifications, could serve nearly to wipe out individuals and indus- 
tries distasteful to the governing body. If, on the average, taxes amount 
to but a small fraction of each man’s total receipts, it requires a very 
noticeable and arbitrary amount of discrimination to destroy him, but 
if taxes amount to nine-tenths of his money receipts, very small “in- 
advertent”’ discriminations could do the job. After all, the power of the 
state to redistribute income is to some extent limited by the propor- 
tion of total money receipts passing through the hands of the tax col- 
lector and out again. The larger this proportion, the greater the op- 
portunity for redistribution in imdividual cases, even though on the 
average enough still remains to buy the current output of goods. 

Again it is said that interest charges may be avoided by issuing in- 
terest-free bonds or currency. The writer feels that in time of secular 
stagnation this suggestion has considerable merit.** But it does not— 
unless depression lasts forever or unless there is indefinite hoarding— 
completely avoid the necessity of taxation. That amount of currency or 
bonds not absorbed in handling an increased output at substantially 
unchanged price levels may have to be taxed away, when the boom is 
well started, in order to avoid inflation. Only if large-scale hoarding 
continues despite the boom can we avoid this result. Thus the issuance 
of interest-free bonds in depression shifts taxation to a time when we 
can bear it better but it does not necessarily avoid it. 

Other possible frictions may be mentioned. If freely transferable, 
low-interest-bearing bonds are sold to the banks, the Treasury, in time 
of boom, may have to convert to a higher rate or else face a choice 
between inflation and the depreciation of government bonds with pos- 

“Moulton misses the revolving fund idea. See The New Philosophy, p. 63. At the same 


‘me as I have pointed out elsewhere there are considerable difficulties involved in this 
Process. See my Creation of Purchasing Power, p. 142, et seq. 


"The Creation of Purchasing Power, p. 184, et seq. 
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sible danger to bank solvency. There is a third course of restricting 
severely the negotiability of the bonds and setting up a fund to bluf 
the market. But the possible expense, waste, and difficulties of timing 
are obvious. 

Again, deficit financing may merely underwrite the inflationary de- 
mands of pressure groups and maintain monopoly positions which would 
otherwise be broken. The multiplier argument shows possible but not 
necessary results. Public works which compete directly with private 
business may destroy “confidence.” The idea that debt is “but” the ob- 
verse of investment is open to the objection that, while production 
nearly always entails debt, debt does not always entail production. 

Finally, there is the political argument. As I have indicated in an 
earlier issue of the Review, much of the opposition to deficit financing 
comes from those who feel that a political party may perpetuate itself 
in office by buying up the country through relief and public works. “No- 
body shoots Santa Claus.” This of course is a possible state of affairs.” 

On the other hand, we will never clear up our thinking on this mat- 
ter unless we separate those ill consequences which are inherent in the 
nature of the public debt from those which are not. None of the pos- 
sible sources of friction which I have named, except the actual expense 
of tax collection, are necessarily bound to occur. There is only one line 
of attack upon deficit financing which postulates supposed evils abso- 
lutely unavoidable in the nature of the process itself; that approach is 
Professor Hayek’s. Hayek seems to feel that amy increase in the money 
supply will produce an undue lengthening of the “structure of produc- 
tion.””*° For the rest, all that we can say is that undoubtedly all things 
human are liable to a certain amount of mismanagement and that the 
different frictions just named are some of the ways in which the system 
may possibly be mismanaged. The burden is not something which can 
be mechanically determined but rather depends on the intelligence and 
forethought of the governing body. If we looked at the matter more 
impartially, we would spend more time discussing the administration 0! 
the deficit, and less time debating the possibility of a theoretical limit. 

Someone has said that we could never convince anyone of any propo- 

*® See D. McC. Wright, “Mr. Ratchford on the Burden of a Domestic Debt : Comment,” 
Am. Econ. Rev., Vol. XXXIII (Mar., 1943), p. 115. At the same time it should be said, 
in the writer’s opinion at least, that those who attribute the past success of the present 
administration to simple corruption of the electorate by means of public works are taking 
a very naive point of view which considerably underestimates the sources of the strength 
of the New Deal. I submit that the New Deal has remained in office because, as Thurman 
Arnold puts it, President Roosevelt has come to symbolize, in the minds of the American 
people, all their most deeply felt (even if sometimes contradictory) aspirations. They 


felt he was trying to go the way they wanted to go. Without that feeling no amount 
public works would, I submit, have either elected him or kept him in office. 


“F. A. V. Hayek, Prices and Production, rev. ed. (London, Macmillan, 1935). 
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sition if we stated all the qualifications needed to make it true. Thus, 
in running over a long list of possible frictions, however accurate, one 
is likely to give a wholly false emphasis. Public policy should not be 
decided like some high school debates, by the number of “points” scored 
by one side or the other. Their relative importance must also be con- 
sidered. It is, after all, a somewhat sterile task to run over endless 
hypothetical troubles. Let us, instead, consider the problems which 
deficit financing was intended to solve and the likelihood of unbear- 
able friction. It is likelihood rather than possibility that is the real 
question. 
IV 

Two hundred years’ experience with industrial capitalism has given 
a body of noncontroversial knowledge upon which all may draw. From 
that experience it is abundantly clear that an unregulated “progressive” 
society, for a variety of reasons, is subject to periodic deflationary crises. 
It may be that the importance of these crises has been somewhat over- 
stressed in recent years. While the theoretical impossibility of predict- 
ing with confidence any bottom is well established, practically it seems 
likely that there will be an end “sooner or later.” 

\lso the deflation is not wholly useless for the reasons given by Pro- 
fessor Schumpeter. But the “purgative” theory of the business cycle is 
after all of very limited validity. Even Schumpeter admits that the 
downswing is likely to go far beyond any possible point of usefulness.” 
Moreover, we must consider the social atmosphere in which the dis- 
turbance takes place. Specifically, when we are confronted after the war 
with a returning army, each member of which has probably come to 
believe that he has an inherent right not merely to a job, but a good 
job, are we under these circumstances to set up balancing the budget as 
the chief end of economic policy, letting the chips and the unemployed 
all where they may? It is submitted that this is advice from bedlam 
and that Karl Marx himself could scarcely have thought up a better 
program for the destruction of capitalism. 

Many conservative writers, it is true, would concede all that has been 
said. What worries them, however, is the fact that there is no guaran- 
tee that deficits and surpluses will cancel one another out, or that the 
national debt will not rise continually both in absolute and relative 
terms. Even more frightening is the case of prolonged secular stagna- 
tion in which deficits merely preserve the status quo, while the interest 
bill constantly rises relative to the national income. Must we not admit 
that a breaking point can some day be reached? 

It seems to the writer that everyone would be a great deal better off 


“J. A. Schumpeter, Business Cycles (New York, McGraw-Hill, 1939), pp. 150-55. 
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if this question were answered with an unqualified Yes. Certainly it js 
logically inescapable, if we admit the existence of any burden, no my. 
ter how small, that this burden coud theoretically become too great 
Logically, one must admit that piling an indefinite number of pebble 
on the back of an elephant will eventually crush the beast. The reason. 
ing, however, which impels me to suggest that this possibility should 
be admitted, once and for all, is that by doing so we remove from the 
scene a wholly false issue which serves only to confuse the real ques. 
tion involved. The real question is not, “Can a debt which is constantly 
increasing, relative to the national income, become too great?” The 
real question is, “Need the debt, in a well-managed program, increase 
continually in this manner?” And to answer this second question we 
must come to the heart of the matter, namely: What is the maladjust- 
ment which is holding up the rise of the national income? 

Deficit financing, though in itself an important weapon, especially 
in satisfying liquidity preference, is, after all, primarily first aid in 
an economy suffering from some basic disequilibrium. Our most ulti- 
mate task is to see that this disequilibrium is corrected, and it is the 
diagnosis and cure of the basic trouble which should absorb most oi 
our energies. Political reasons, I submit, may be responsible for our em- 
phasis, instead, on the sterile issue of whether or not there is a burden 
and a limit to the debt, and our avoidance of the more fundamental 
problems. It is often easier for the “ins,” whether they be conservative 
or liberal, to say that there is mo burden and thus distract attention 
from any mistakes in administration which may be contributing to the 
economic deadlock.*? On the other hand, in the present state of public 
education, it is frequently easier for the “outs” to exploit the average 
man’s fear of debt rather than launch a more reasoned campaign on 
the real issues involved. 

For example, in England in the early thirties the real weakness oi 
Great Britain lay in the fact that exchange rates and the internal price 
level were out of line with the world situation. Yet the conservatives 
obtained a de facto ouster of the Macdonald government not on this 
issue (concerning which they were themselves confused) but by play- 
ing up the fear of debt. Since, however, the fear of debt is as undis- 
criminating as it is potent, as available for bad as for good, Keynesian 
economists have not, I believe, often gone too far astray in trying to 
give the public a more moderate view. That is all that Professor Han- 
sen, for instance, has been trying to do. 

Admitting, however, that deficit financing is largely first aid, are We 

“It should be remembered that the “liberals” have no monopoly on deficit financing. In 
this regard it seems to me that Moulton’s adjective “new” is somewhat misleading. The 


idea that a national debt may, in itself, sometimes be a good thing is at least as old 4 
Macaulay and Alexander Hamilton. 
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therefore to discard it? Shall we tear off the tourniquet and let the 
patient bleed to death while awaiting the doctor who is to sew up the 
wound? Moulton does not go so far and neither, I submit, should any 
other responsible economist. Further, the mere possibility of mis- 
management is not, in itself, enough to discourage us from stepping in 
to prevent a general explosion. 

It is submitted that most thoughtful economists would recognize that 
more deadly, if possible, to capitalism and the rise of the national in- 
come than even continued unemployment is the “security” spirit, the 
urge toward the “security economy”—that happy state in which we 
will have logrolled ourselves into industrial stagnation. I feel that the 
most serious charge against deficit financing is that it may be used to 
underwrite and perpetuate such a system. But in order to understand 
the problem we must consider how this job-conscious “security” spirit 
came to be so strong in our society. The answer, I think, lies in the total 
inability of pure laissez-faire economics to cope with deflation. 

You cannot possibly convince a man that he should let his job go, in 
the interest of increased national production, if at the same time pro- 
duction is obviously decreasing. Unless you can ensure a tolerable 
measure of aggregate stability by putting a definite limit to the down- 
swing, people will seek to insure individual stability by monopolistic 
agreement. If one industry is outmoded and should be junked, there 
must be a reasonable possibility that the men employed in it can ob- 
tain jobs elsewhere before you can persuade them to acquiesce in the 
scrapping process. It is a tacit, but overwhelmingly important, assump- 
tion of the classical demonstration of equilibrium that, on the average, 
the death rate of old industries should be about equal to the birth rate 
of new ones. “When losses are made in one industry,” says the classical 
economist, “men will move into other, more profitable ones.” Very good. 
But, in the short. period, “other more profitable ones” are, we know 
very well, not always forthcoming. 

Granted this fact, it is clearly impossible, without deficit financing, 
to guarantee tolerable aggregate stability. Price flexibility, as a remedy 
for the cycle, seems a broken reed. Even Pigou admits that wage re- 
ductions will do no good “during the actual progress of a violent col- 
lapse.”** But the actual progress of a violent collapse is just what we 
want to prevent. On the other hand, with deficit financing available, we 
will be able to show that monopoly is not the only road to aggregate 
security.“* Thus, to the writer, an effective campaign for such increases 
in price flexibility and competition as are possible today must presup- 
SA C. Pigou, “Real and Money Wage Rates in Relation to Unemployment.” Econ. 
Jour. Vol. XLVIT (Sept., 1937), p. 405. 


Of course in a dynamic system with technical change no economic theory can make 
everybody equally prosperous at the same time. 
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pose the existence, when needed, of deficit financing. Otherwise, it js 
foredoomed to failure. 

Our problem, let me again repeat, is not: Can deficits some day rolj 
up an intolerable debt? Our problem is: What are the maladjustments 
which are making continued deficits necessary? Is there too much 
capitalistic, or union sabotage? Are the taxes too heavy or too light, or 
are they poorly distributed and levied? What about international trade? 
Should there be a greater or a less concentrated distribution of wealth? 
These are some of the questions which we should be discussing. 

Dr. Moulton might have written a book which turned attention to the 
understanding of these problems. He might have helped constructively 
those people, like Hansen, who are wrestling with them. Instead, it is 
likely that his book will be used among laymen to fortify that philoso- 
phy of ultra budget balancing of which he himself seems at times to 
disapprove. With Moulton’s great prestige, the large funds at his dis- 
posal, his talent for exposition, his conservative but by no means 
illiberal point of view, he was in a peculiarly favorably position to 
winnow the wheat from the chaff and to substitute agreement for con- 
troversy. Instead he has lost a great opportunity. 
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MONOPOLIZATION AND THE DECLINE OF 
INVESTMENT OPPORTUNITY 


By GrorcE H. HILDEBRAND, JR.* 


Professor Schumpeter’s new work’ presents us with a highly sophis- 
ticated interpretation of entrepreneur capitalism, one that is filled with 
challenges for those who believe that monopolistic practices constitute 
a long-run sabotage of the functioning of the system, or that we have 
entered a new period of permanently depressed rates of private capital 
formation. It is rather remarkable, when viewed in retrospect, that 
the distinguished contributions (extending over more than thirty years) 
of an economist who has dared to tackle problems as significant as 
can be found in economics should have received such relatively limited 
attention. Schumpeter’s work constitutes, as a whole, a bold attempt 
to integrate economic theory with economic history in a synthesis in 
terms of which the mechanics of the capitalistic process may be out- 
lined with reference to historical time. His theoretical position, of 
course, raises many difficulties, but there can be no question of its 
fundamental importance in throwing a clearer light upon the opera- 
tions of an enterprise economy, and in setting up numerous objectives 
for future empirical research. 

The present discussion will be concerned with two general problems: 
(1) an examination of Professor Schumpeter’s thesis that monopolistic 
practices, in general, have helped to expand output in the long run, 
rather than to contract it; and (2) an evaluation of his discussion of 
the possibility of declining investment opportunity. 

It is Professor Schumpeter’s contention that price stabilization, the 
“administration of existing market structures” in favor of the insiders, 
patents, stabilization tactics, and similar protective devices for organiz- 
ing the market and checking entry provide the necessary degree of 
tisk insurance to induce innovational investments which would not 


by While on leave of absence from the University of Texas, where he is assistant professor 
if e nomics, Mr. Hildebrand is working with the National War Labor Board in Washing- 
ton. The views he expresses are his personal opinions. 

“My comments are based mainly, but not exclusively, upon Schumpeter’s most recent 
00k, Capitalism, Socialism, and Democracy (New York, Harper, 1942), and are directed 
rimarily to Part II, entitled “Can Capitalism Survive?” I should like to indicate my 
indebtedness to Professor George W. Stocking of the University of Texas for many discus- 
sions concerning Schumpeter’s work. 


592 THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


otherwise be made. He also holds that most restrictive strategy js 
primarily of short-run importance, that, given time, the strongest posi. 
tions can be broken by competition. The theory of imperfect competi. 
tion, sound as it may be as partial and static short-run analysis, actually 
falsifies what is essentially a process in historical time. It thereby te. 
sults in obscuring with the veil of a priori theory the fact of a steadily 
rising trend of real output from 1875 to 1929. The gauntlet is then 
thrown down to the “sabotage school” with the following challenge: 
Given this steadily rising output trend, how is it to be reconciled with 
the thesis that pecuniary motivations call for a strategic withdrawal of 
efficiency? Either business motivations had something to do with the 
trend, or their negative impact was more than offset by some other 
factor or group of factors. But what are these alternative influences? 

The point is a neat one, and Schumpeter believes it can be buttressed 
even further by a more detailed examination of the historical record, 
specifically by a consideration of the rdle of entrepreneurship in the 
development of the railroad, iron and steel, automobile, electrical and 
chemical industries. In all of these cases, it was the leadership of 
capitalist enterprise which turned the findings of the sciences to prac- 
tical application. For Schumpeter the conclusion is obvious: Big busi- 
ness has given us the very achievements which the case from the static 
theory of imperfect competition denies. The only question at issue, 
therefore, is one of fact: Are the achievements of capitalist enterprise in 
the past directly imputable to the presence of monopolistic protections, or 
rather to highly competitive conditions of entry and of sale? Schumpeter 
assumes the former to be the case throughout his argument, and it is 
this assumption which calls for careful examination. 

The problem may be broken up for analysis under the following 
heads: (1) what is the relation between monopolistic tactics to reduce 
risks and the behavior of the major (Juglar) business cycle; (2) what 
is the relation between these tactics and the process of long-run indus- 
trial growth, in the past and for the present; and (3) what becomes of 
the function of entrepreneurship in the large corporate enterprise. We 
shall consider these questions in turn. 

There are three periods in American business history in which the 
movement for the “stabilization of competition” was most active. They 
are 1897 to 1903, 1923 to 1929, and 1933 to 1935. In the first two In- 
stances, the movement originated from within the business community 
itself. In the last period, this again was the case, but the movement was 
unique in that it enjoyed the direct support of the federal government. 
Moreover, the field of such activity was expanded between 1933-35 by 
the inclusion of collusive agreements in the hitherto relatively compet! 
tive agricultural sphere (the A.A.A. agreements), and by the extension, 
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to new areas of organization, of a trade unionism possessing to some 
extent “business” (restrictive) objectives. In each historical instance, 
stabilization in the business sphere was directed mainly to industries 
which were already well advanced toward maturity, and did not func- 
tion as the starting point in the growth of a new industry. This sug- 
gests that pecuniary benefits promised by squeezing the market were 
an important motive in the process. The most that need be conceded to 
Schumpeter at this point is the possibility that “rationalizations” of the 
sort represented by the organization of the United States Steel Cor- 
poration may have offered an opportunity for technological advance— 
an opportunity, however, which, in this instance, apparently was not 
effectively utilized.? 

In the historical instances mentioned above, the movement took its 
start from a background of falling prices, cutthroat tactics, and “ex- 
cess” capacity, while its progress occurred under conditions of cyclical 
expansion. Two theoretical questions present themselves at this junc- 
ture: what impacts may be expected to occur upon saving and invest- 
ment as a result of the introduction of monopolization tactics, and what 
might be the relation. between the initiation of such tactics and the de- 
velopment of a Juglar recovery. We shall set out from the assumptions 
that the objectives of stabilization tactics are, on the one hand, to put 
a floor under or to raise prices, and on the other, to check the entry of 
new competition into the industry. 

Investment may be directed to the creation of new products, new 
methods of production, and the exploitation of new resources; or it may 
be directed to the expansion of existing plant and equipment and in- 
ventories. Now with monopolization of an industry, two of the ruling 
aims are to prevent the entry of new competitors and to conserve the 
value of existing assets by holding down capacity and staving off the 
application of technical change. These objectives, if attained, involve a 
reduction, rather than an expansion of existing investment opportuni- 
ties,’ and the short-run effect is to reduce the rate of new investment. 
The long-run effect is also likely to be depressive, at least in the sense 
that while innovations will still be made under monopoloid conditions, 
their application will be delayed, and in some cases even short circuited, 
while investment will not be carried to the point of economic optimum 
lor fear of spoiling the market (destroying monopoly revenues). 

"See M. W. Watkins, Industrial Combinations and Public Policy (New York, 1927), 

lap. Vu 


__ Moses \bramovitz concludes in his appraisal of the savings and investment problem 
“lat there is strong reason in support of “. . . the notion that the destruction of monopoly 

. ntrols will make for a higher rate of new investment, both immediately and in the long 

- (M Abramovitz, “Savings and Investment: Profits vs. Prosperity?” Am. Econ. 
ev., Vol. XXXII, No. 2 [June 1942], suppl. p. 85.) 
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On the other hand, profits are a primary source of savings, one which The 
works both through the enterprise and through dividend disbursements favor § 
which add to the inequality of income. If increased monopolization ina p 
succeeds in producing a monopoly revenue at the expense of consump- results 
tion, and this is certainly a motive for seeking monopoly advantages, Morea 
the result is a further concentration of income and increased saving. levels 
Moreover, if monopolization results in a more cautious investment in the 
policy with respect to postponable replacements which are financed Mee U™® ‘ 
through costs, the problem of savings offsets will be further complicated furthe 
at the level of gross investment. In terms of both investment and say- portio 
ing, therefore, we have good reason to conclude that the impact of a ge 2" !' 
successful protective strategy will be depressive on income and output. valing 
Putting aside the question of the long-wave (Kondratieff) effects for zation 
the moment, we have grounds for the gravest doubts that monopoliza- FR °"° °° 
tion would produce or intensify a Juglar revival. The expansion of in- the ca 
vestment was not, for instance, Mr. Morgan’s expressed motive for Our 
rationalizing the railroad industry in 1889, nor for his setting up of the meno 
U. S. Steel combine in 1901. Quite the contrary. Nor was investment We st 
expansion the intention of the provisions in the N.R.A. codes which trend 
included restrictions on plant expansion. compe 

What about the relation of price stabilization to the level of activity? dustri 
Professor Schumpeter suggests that it provides short-run protection deduc 
from risk, and so induces investments which might not otherwise be Schur 
made. He also contends that the depressive effects of rigid prices have al “p 
been overemphasized, and that prices rarely remain rigid for more lead ; 
than a short-run period. But while he justifies short-run rigidity in the mane 
industrial sphere, he finds the parity price policy in agriculture full of oe 
danger. The latter conclusion may readily be granted, but why should betwe 
price fixing (which usually means price raising) be any more com of _ 
mendable in the case of manufacturing industry? Only if it actually does me 


induce investment in great volume. But is price stabilization a primary 
factor affecting investment decisions favorably? It requires some hardi- 
hood to believe that the price policies implicit in N.I.R.A. aided re- 
covery when their immediate impact was depressive upon corsump- 
tion. Professor Schumpeter, however, believes this was the case. Or 
take the case of the railroads, which enjoyed a high degree of stability 
in their freight and passenger rates throughout the thirties. The result 


entre 


was certainly some avoidable excess capacity, even given the primary oe: 
importance of low levels of national output. Nor did this stability lead mires 
to that degree of modernization in plant and equipment in the railway ™ 
field which was clearly possible and called for. Implications of equ‘! ‘Th 
importance may be found in the railway equipment field, and in other " 
industries. | 
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Theoretically, there appear to be but two possibilities which would 
favor Schumpeter’s case concerning price effects. A partial stabilization 
in a period of falling prices may have some beneficial psychological 
results, if entrepreneurs do not wait in anticipation of further declines. 
Moreover, if the demand for investment goods is inelastic during low 
levels of total activity, and there is some reason to expect this, a fall 
in the prices of such goods might actually decrease investment expendi- 
ture, and so add to “excess” money savings and force income to fall 
further. On the other hand, however, if money wages were to fall pro- 
portionately more than other prices during a downswing, the consump- 
tion function would probably shift downward in money terms, aggra- 
vating the savings problem.* Clearly, the implications of price stabili- 
zation, as they affect the level of money income and of total activity, 
are complex, but we are at least warranted in making the inference that 
the case for Professor Schumpeter is far from conclusive. 

Our second broad problem has to do with the relation between 
monopolization tactics and the process of long-run industrial growth. 
We start with Persons’ indices of output.° On an 1875 base, the upward 
trend in total output works out to be around 3.7 per cent per annum 
compounded to 1930, while the index for leading manufacturing in- 
dustries averages higher than 4.3 per cent over the same period. (A 
deduction of 1.7 per cent per annum from the first index is made by 
Schumpeter to allow for durable producers’ goods, leaving a net over- 
all rate of 2.0 per cent per annum.) These are the global facts which 
lead Schumpeter to the conclusion that monopoly capitalism justifies 
itself. Is this conclusion warranted? I should like to suggest a negative 
answer. The argument seems to me to involve a dangerous confusion 
between the achievements of capitalist enterprise as a whole, and those 
of capitalist enterprise operating under monopolistic conditions. We 
may state the counter-argument in the form of a question: Did the 
index of output rise steadily primarily because of the behavior of well- 
entrenched large-scale firms, or did it do so because there was still 
enough virility left in the competitive process to permit innovations and 
the breaking into established fields to go on? Clearly, the motivations 
of those on the inside were not to encourage this penetration, as we 
have already seen, and yet it is the penetration which forms the core of 
Schumpeter’s whole analysis of the dynamics of the capitalist process. 

Let us go into this matter more fully. Schumpeter and Spiethoff, 
among others, have associated the persistent, long-run surges of capital 
lormation, and the resultant upward trend in output, with the building 

“This last, and the preceding, effect were suggested to me in discussions with Dr. 
Abram Bergson. 


5 
W. M. Persons, Forecasting Business Cycles (New York, 1931), frontispiece. 
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up of great industries which “fan out” from important innovations. This 
is a long-term, rather than a cyclical, phenomenon, and when present, 
it provides a sustaining force which carries the system through its 
Juglars to ever higher levels of performance. It is fundamental to the 
growth of industrialism itself, and the historical data provide a vigorous 
testimonial to the virility of the enterprise system in this connection, 
But this merely serves to frame the question: Was that virility due to 
the protective devices of modern security capitalism, or did it arise 
from the effectiveness of a relatively freer competition in the past? The 
question cannot be answered a priori, or from blanket statistical indices, 
The solution can only be obtained from an historical examination of 
the particular industries themselves, directed toward ascertaining how 
these industries came to be, how they grew, and what they did upon 
reaching a level of maturity. The iron and steel and the automobile in- 
dustry, for instance, all began with a multiplicity of concerns, and only 
when they reached a highly advanced state of development did there 
emerge a drive toward stabilization and concentration, and that drive 
arose from financial quarters interested in the rate of return. Admit- 
tedly, the matter calls for intensive exploration, but until we have the 
answer there are excellent grounds for doubting Professor Schumpeter’s 
thesis. 

Our last question under the rubric of monopoloid tactics has to do 
with the status of the entrepreneurship function in the large corporate 
enterprise. This function concerns the making of fundamental decisions 
—decisions which have to do with the initiation of change (new data), 
the resistance to change, and the adaptation to change, by the private 
enterprise. In this sense, entrepreneurship is a dynamic, rather than a 
routine, function. In the 19th century, it was supplied usually by 4 
single person, Veblen’s “captain of industry.” He was a man closely 
connected with the actual industrial operations of the concern, and one 
who rose with it. With the growth of the large-scale administrative 
structure of the modern corporation, however, the locus of entrepre- 
neurship changes. On the one hand, there emerges a complicated bureau- 
cratic hierarchy whose only means of functioning is through formalized 
rules and discipline, and whose operations are thus routinized and cir- 
cular in nature. Yet the problems of dynamic economic change remal). 
Firms must still win new positions, hold old ones, meet and eliminate 
rivals. It is thus clear that the function of entrepreneurship is still 
called for, though it may be filled by more than one person. This raises 
another question regarding Schumpeter’s argument: How has the 
growth of the big corporate concern affected the functioning of entet 
preneurship? The problem is an empirical one and difficult to attack, 
but it is fundamental. How is the personnel which performs the entre 
preneurship function selected, and what factors are actually involved 
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in the making of investment decisions in such enterprises? This carries 
’ us over to “sociological” problems, a field in which the late Professor 
Taussig made notable pioneering efforts. The fact, however, that the 
problems are sociological does not mean that the economist can afford 


to neglect them. We need to know more about the social structure which 
governs the selection of managerial personnel, and to what extent talent 
is actually discovered and encouraged. We also need to know more about 
. B® the way in which investment policies are determined in practice. 

It is not enough, therefore, to allege that big business has made dis- 


tinct achievements, at least until 1929. The real questions are whether 

‘his was the best conceivable level of attainment, and whether we may 

continue to look with confidence in the future to the same degree of 

performance. Does the appearance of the giant concern, with a large 

agglomeration of assets and a complicated administrative structure, 

restrict the enterprise function? Is its dominant motive safety, se- 

: curity, resistance, and reluctant adaptation? Has the achievement to 

) 1929 been attained because of bigness, or im spite of it? Was the 

persistence of effective competitive conditions basic to the rising out- 

put trend? To what extent are firms large for commercial or market 

vasons; to what extent for industrial and technological ones? Just how 

does security of a market position lead a firm to take risks in invest- 

. ment policy?® What are the historical facts in this regard? Are the rela- 

. tively higher rates of return in monopoloid industries “bait to lure timid 

: capital” to the field, as Schumpeter suggests, or is monopoly primarily 

a device for the exclusion of competing capital, for the restriction of 
capacity, and for the protection of the market position? 

These are unanswered questions. It is by no means clear, however, 

that the gathering shift to corporate and monopoloid capitalism since 

1870 justifies a belief in the necessity for a continued over-all growth 

rate of 3.7 per cent per annum compounded for the future. There is 

more than a little reason to believe that qualitative changes now going 

on in our economic structure are making highly dubious any extrap- 

dlation based upon past experience.’ Yet this is precisely the difficulty 

‘The theoretical core of Schumpeter’s argument with regard to investment and the 

arge-scale enterprise seems to be that modern technology decrees that innovations now 


“onsist predominantly of relatively large lumps of indivisible capital. The resulting magni- 
ication of risk thus calls for the protective hedging tactics which competitive theory 
W vuld condemn as monopolistic. The acceptance of the argument, of course, commits one 
‘o the thesis that the economy is becoming increasingly monopolistic with the progress 
‘ technology and the formation of capital—a contention for which there are strong 
grounds. 

Professor Schumpeter is obliged to explain the unusually low level of activity in the 
: _ in terms of a Juglar downswing superimposed upon the downgrade of a 
Soncratiell long wave, But not only does the validity of the long-wave hypothesis still 
“ave to be established; there are good grounds for believing the environment has changed, 
“1 Professor Schumpeter himself freely admits, though he confines his concession to changes 
2 “he social and political sphere, rather than the economic. 


cong 
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with Schumpeter’s argument: it projects the past into the future in; 
timeless fashion which implicitly neglects or minimizes a changing his. 
torical situation. Thus Professor Schumpeter must contend that ¢co- 
nomically the thirties are but a special case, and that they do not reflect 
any permanent changes in the capitalistic framework other than the 
appearance of an unfavorable climate of political opinion. Per contra, 
it may well be that the motives of security capitalism have become 
greatly intensified in recent years, as an accompaniment of the shift 
to the big concern, and that they have grown now so dominant that even 
in the presence of permissive conditions for expansion, they constitute 
a continued bar to a renewal of the upward trend in output. The hesi- 
tations of corporate enterprise in the presence of a virtually insatiable 
wartime demand and of practically riskless conditions of investment are 
a case in point. At the very least, we need to know far more about the 
actual behavior of giant concerns, particularly with regard to their 
policy making, before we can impute all the achievements to bigness 
per se. 

The problems which have been raised above are not to be taken as 
indicative of an uncritical hostility to the giant concern, or of a naive 
faith in atomistic competition. Nor are the morals of the issue relevant. 
What is at issue is the thesis that since monopolization accompanied the 
growth in output, therefore it was the cause. One must certainly recog- 
nize the productivity of the large enterprise in many instances. The 
problems raised suggest only that the facts must be probed much more 
deeply before it can be concluded that monopolization per se is 4 
stimulator of growth. 

The second broad issue with which we are concerned has to do with 
Professor Schumpeter’s treatment of the supposed decline of invest- 
ment opportunity. The dating of the break in trend is still a matter of 
issue, although some would place it as early as the eve of the First 
World War. The stability of prices and the well-established margin 0! 


idle resources in the twenties suggest a lagging rate of expansion, a 


least in the sphere of capital formation, which is the dynamic element 
in a capitalist economy. However, it was the continuously depressed 
conditions of the thirties, with their low average rate of utilization ol 
available resources and the weak recovery of 1935-37, which provided 
the greatest impetus for the doctrine that a fundamental change has 
come over the conditions of investment opportunity for private ente!- 
prise. If we ignore the position of those who simply deny that the prob- 
lem exists because Say’s law in some form obviates such a possibility, 
there appear to be two explanations for the decline. First, there is the 
thesis that a qualitative change has come over the structure of invest 
ment opportunities. This is the position taken by Professor Hanse?, 
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and it rests heavily upon the declining rate of population increase and 
upon the disappearance of extensive territorial growth as stimuli to 
private investment. Then there is a second view, of which Professor 
Schumpeter is a leading exponent. It is that the changed political and 
social environment of enterprise capitalism acts to obstruct the process 
of private investment and, by cutting down its volume, leads to stag- 
nant conditions. This position presumes that a fourth Kondratieff long 
wave would appear, if these exogenous social forces had not super- 
vened. 

Professor Schumpeter’s view, much in the manner of the Hege- 
lian dialectic, makes the very success of capitalism, which involves a 
high degree of insecurity because the process rests upon autonomous 
and unpredicted change, generate its opposite, the demand for security; 
which resolves itself in the death of the function of entrepreneurship. 
The social service state of modern times thus turns out to be the mortal 
enemy of the capitalistic system. It encourages anti-capitalistic groups 
and tendencies, obstructs innovations, and cuts down investment. It 
gives rise to an atmosphere of hostility and it increases the sense of 
tisk. This leads to depressed conditions, and produces the pressure for 
more state control and participation, and so on in mutually compound- 
ing effects. 

Schumpeter’s position inverts the usual argument, because it makes 
the unfavorable environment the cause of the running down of the 
investment process, whereas the customary interpretation is that inter- 
ventionism is a surface phenomenon which only reflects deeper under- 
lying economic changes. When the sequence is reversed, as in Schum- 
peter’s case, the position taken amounts to assuming that capitalistic 
enterprise is incompatible with interventionism, that it is a form of 
economic society that is only compatible with laissez-faire political 
conditions. Yet the ‘“Neo-Mercantilist” Kondratieff, in Professor 
Schumpeter’s own study of the business cycle, was able to get under 
way in Europe by 1898 in the presence of a steady accretion of social 
legislation and laborism after 1870. Certainly the comparable changes 
in the United States have been less severe, though they have come much 
later. What special features in the American situation make it impos- 
sible for these changes to be absorbed? 

How is it possible for Professor Schumpeter to reverse matters and 
so blame the state, rather than the economic system, for what the fol- 
lowers of Professor Hansen would term secular stagnation? Essentially, 
his answer is that the grounds for the asserted decline of investment 
opportunity are weak, while there is no a priori basis for expecting the 
system to run down of its own accord. The vanishing of investment 
opportunities is ascribed, in his examination of the problem, to the 
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saturation of consumer wants, to the decline in the population growth 
rate, to the filling up of the geographical frontier, and to the emptying 
of the reservoir of potential innovations. All but the last factor are 
regarded by Professor Schumpeter either as having no explanatory 
value, or as capable of being offset by the limitless possibilities for 
technological change. Those who question the enormous potential in- 
volved in this last avenue of investment are then chided for a sheer 
want of imagination. And since, in his opinion, the possibilities are un- 
limited, as history shows, what happens to the case of the stagnation- 
ists? It simply disappears, as it also does under Say’s law of markets, 

It may be agreed that there is no sign of an impending saturation 
of consumer wants, if the parametric character of purchasing power 
distribution is neglected. But to make this assumption is to eliminate 
the problem of effective consumption demand. Yet ours is an economy 
which experiences a high savings flow at high levels of income, and for 
that income level to be maintained, these savings must either find their 
way into investment or be offset by equivalent income-generating ex- 
penditures in some form. Otherwise, the savings have to be passed back 
to low income groups in some way if their consumption desires are to 
become effective. Lending such savings to consumers is no permanent 
solution, and the result is that the argument from consumption demand 
fails to solve the savings problem. 

Professor Schumpeter’s argument, however, simply contends that the 
technological frontier provides an adequate outlet for any “excess” 
savings in the long run, so that the problem of converting to a more 
dominantly consumption economy does not have to be faced. He con- 
tends that the changed status of the “bourgeois family” will curtail the 
flow of personal saving, and that future innovations would be sufi- 
ciently adequate to absorb any flow of saving then likely to eventuate. 
The evidence, however, indicates that the savings stream is quite rigid 
and institutionalized, because of the pattern of distribution and the 
resultant propensity to save, and because of the structure of corporate 
savings. Even if the promised flood of innovations were to work as 4 
long-run stimulator of capital formation, there would still be a short- 
run problem of excess savings. In addition, there is certainly the possi- 
bility that the long-run rate of capital formation will, as was the case 
to some extent in the twenties and most markedly in the thirties, con- 
tinue to be too low to permit the economy to operate at the high levels 
proved possible by the war. Moreover, it has been remarked that the 
stimulus of technological change for capital formation in the past was 
combined with stimuli of equal or greater intensity arising from the 
requirements of territorial and population growth, a fusion of favor- 
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able circumstances for investment that is not likely to reappear.* Thus 
there is considerable warrant for doubting whether intensive techno- 
logical development can carry alone the load of adequate savings ab- 
sorption. To do so, a prodigious quantity of capital-using innovations 
would certainly be called for.® It would appear, therefore, that even if 
the record of technological change and of the growth in net available 
output of the past, upon which Professor Schumpeter relies so heavily, 
were sustained for the future, there would remain ample ground for 
concern about the ability of our economy to sustain a satisfactory level 
of resource utilization. Moreover, this concern can be founded upon 
purely endogenous factors operating within the system, without re- 
course to the argument from a changed social and political environ- 
ment for enterprise capitalism. The thesis of a changing structure of 
investment opportunities for private capital is not successfully refuted; 
and more, there remains some reason for continuing to ascribe the 
phenomena in the political sphere to underlying changes arising in the 
economic domain. Nevertheless, Professor Schumpeter has written a 
provocative book, rich in style and knowledge, and certain to prevent 
the stagnation controversy from becoming as sterile as Ricardianism in 
its later phases. 

*A. R. Sweezy, “The Government’s Responsibility for Full Employment,” Am. Econ. 
Rev., Vol. XXXIII, No. 1 (Mar., 1943), suppl., p. 21. 

“A word is necessary concerning the problem of the population growth rate. As Schum- 
peter says, the falling rate will affect the pattern of wants, and when it is combined with 
technical change, it promises an increased output per head, though this, it may be added, 
may well be dissipated in unemployment. Moreover, a sustained rapid growth rate, such 
as that which prevailed throughout the 19th century, induces large blocks of investment 
far ahead of the market, as in the case of the railroads, and it calls for considerable 
public construction. It also holds down personal saving in favor of consumption. Finally, if 


the proportion of immigrants in the annual increments is large, a rapid growth rate de- 
presses Money wages. 
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Retirement of Internally Held Debt 


What was for years a favorite parlor trick of economists has lately be. 
come the center of a good deal of controversy. This is the demonstration 
of the idea that an internally held debt represents no net obligation so far 
as the country as a whole is concerned. The conclusion has been recognized 
for years; is a logical deduction from the bookkeeping truism that a debt 
is also, when viewed from the side of those to whom the debt is owed, a 
credit; and is obviously correct when both debtors and creditors are regarded 
collectively. The use to which this rather musty observation has been put 
in support of deficit financing as part of a fiscal program to promote full 
employment is chiefly responsible for having raised it into an issue of the day. 

Both sides to the controversy have missed, it seems to me, a very essential 
point, with the result that advocates have been led into statements too sweep- 
ing to stand analysis, while opponents have failed to make use of an in- 
portant basis of criticism. A fair sample of the former is the statement by Hansen 
and Greer that “when . . . principal payments are made . . . the money 
is merely shifted about within the economic system.” An example of the 
latter is the extended attack recently made by Dr. Moulton on this and 
other ideas expressed by Professor Hansen.? 

The contention that a repayment of the principal of government debt is 
merely a transfer within the economic system does not apply with respect to 
debt held by commercial banks. Since approximately 40 ner cent of the 
national debt is now (at the middle of 1943) held by banks, for the most 
part nominally commercial in character, the claim is not only invalid as 4 
generalization but becomes greatly narrowed as to its application. 

When $1,000 is collected from taxpayers and transferred to an individual 
in payment for a government bond, the amount of circulating medium is 
not changed: deposits of taxpayers decline, but deposits of the bondholder 
rise by an equal amount. When, on the other hand, $1,000 is collected from 
taxpayers and used to pay off a bond held within the commercial banking sys 
tem, the operation involves considerably more than the transfer of demand 
deposits. Circulating medium is not merely shifted about; it is destroyed. 
Taxpayers are burdened without corresponding gain to others. The volume 
of purchasing power is not maintained at the same level but is diminished. 
Banks, far from benefiting as a consequence of the payment they receive, 


* Fortune, Nov., 1942, p. 169. 

In his booklet, The New Philosophy of Public Debt (Washington, Brookings Inst. 
1943). The articles recently published on the subject in this Review and other economic 
periodicals have been concerned for the most part with the payment of interest on debt 
rather than with repayment of principal. 
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are in a worse position since they experience a decrease in earning assets.* 

The loss of earning assets is not necessarily compensated by the fact that 
the decline in deposits increases the amount of free reserves and thereby 
allows an expansion of deposits and the acquisition of other earning assets. 
The destruction of demand deposits as a consequence of the repayment of 
debt is the precise counterpart of the creation of deposits through Treasury 
borrowing from commercial banks. The latter has become the subject of cur- 
rent discussion in connection with the threat of inflation and calls for no re- 
capitulation. The significance of the freeing of a certain amount of reserves, 
however, requires further consideration. If lack of reserves were actively 
restricting the expansion of deposits so that the freeing of reserves was im- 
mediately followed by the acquisition of private credit by banks, the net 
result would be more or less similar to that assumed in the conventional 
presentation: instead of a reduction in the total of debt there would have 
been a shift from government to private debt, but the volume of purchasing 
power would have been maintained at its former level. 

In recent years, however, the amount of reserves has not béen an active 
influence in restricting the expansion of bank deposits and there is little reason, 
on balance, to anticipate a material change in this regard after the war. Con- 
sequently, it is scarcely to be expected that an expansion of private borrow- 
ing from banks will prevent a net burden from emerging if the national debt 
is reduced. Should private borrowing from banks take place which wouid 
have occurred even without the release of reserves that resulted from the re- 
duction of federal debt, the latter must still be regarded as having caused 
a burden on the community without itself producing any offsetting gain in 
the sense of a transfer of purchasing power to someone else. It may be more 

realistic to anticipate that the repayment of certain government securities 
may be made possible, and the burden thereby offset, by new government 
borrowing at banks. But this obviously would not constitute a net repayment 
of federal debt and therefore the consideration is not germane to the argu- 
ment. 

The fact that taxpayers undergo a monetary loss through repayment of 
principal without any other group of the population experiencing a monetary 
gain is simply the obverse, as was implied above, of what happens when there 
is an expansion of bank deposits as a result of government borrowing. Through 
borrowing from banks the government obtains spendable funds in the form 
of demand deposits without any part of the population necessarily having 


“On strict quantity theory grounds it might be contended that the burden imposed 
upon taxpayers would be offset by a gain to holders of existing money claims—the reverse 
{ that abstraction of purchasing power which characterizes “forced saving.” Any such 
defense of the argument under examination would savor strongly of rationalization; it 
Ss certainly not the impression conveyed by the words “money is merely shifted about,” 
nor does it seem likely that it is the idea that was meant. It is far from convincing to 
assume so precise a working of the quantity theory as this defense implies. A further 

ection is that it leaves out of account the depressing effect of a fall in the level of 

8 If it were argued that the burden on taxpayers would be balanced by the gain to 

hers through a rise in the purchasing power of money, it would be necessary to include 
allowance for the burden imposed by the deflationary pressure also involved. 
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any less money to spend. The underlying principle is the same in both jp. 
stances, the difference being only that the one relates to the contraction phase 
and the other to the expansion phase. It is curious that the principle should be 
so widely overlooked in the contraction phase when it is so generally recognized 
in the other. In the case of payments on account of interest, the usual contention 
holds, namely, that the operation represents a shifting about of funds. For this, 
unlike the repayment of principal, does not involve a destruction of demand 
deposits. 

A further word is called for as to the applicability of the foregoing remarks 
with respect to different parts of the national debt. For expansion in the vol- 
ume of government debt held by banks, which is currently in disfavor on the 
ground that it tends to be inflationary, might also be criticized as the source of 
possible deflationary developments in the future. How serious the deflationary 
tendency of a future contraction of bank credit may be is not, however, alto- 
gether clear. In view of the great expansion in circulating medium now taking 
place, the absolute volume of circulation may come to be regarded as les 
significant than in the past and devices, such as rationing, for influencing the 
freedom with which it may be utilized may be regarded as more significant. 

Would it be possible to prevent a contraction in the volume of bank credit, 
while allowing the government to reduce the size of the national debt? The 
answer to this question is very clearly in the affirmative as far as it relates to 
debt held outside the banks. Repayment of Series E war savings bonds 
might, indeed, prove distinctly inflationary in tendency. This would follow if 
these securities were predominantly held by lower income receivers so that 
payment out of taxation involved the transfer of purchasing power from 
citizens of a lower average marginal propensity to consume to those of a 
higher. The argument presented in this note is pertinent to that part of the 
national debt held by banks. But the time has passed, if, indeed, it ever existed, 
when valid generalizations could be offered as to the effect of debt retire- 
ment irrespective of the form in which that debt is held. 

CHARLES R. WHITTLESEY 

University of Pennsylvania 


Further Commentary on Welfare Economics 


I 


I am concerned lest some of the homely truths expressed in the last part 0! 
Professor Stigler’s recent sermon on welfare economics come under discredit 
because of loose statements in the earlier parts.’ More specifically, his Section 
I does not in my opinion give an adequate summary of the so-called “new 
welfare economics”; the criticisms embodied in Section II, which are n0 
jejune or obscure, do not seem well taken; and the alternative suggested in 
Section III is in no sense an alternative. 

These points may be developed in reverse order. Speaking as but one © 


1G. J. Stigler, “The New Welfare Economics,” Am. Econ. Rev., Vol. XXXII, No. ? 
(June, 1943), pp. 355-59. 
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the authors cited,? I must emphatically state that the “new welfare eco- 
nomics” is not intended as a substitute for the “old,”® all pretensions not- 
withstanding. It is an attempt to derive necessary conditions whose validity 
is independent of value judgments as between individuals, or more accurately, 
whose validity depends only upon less restrictive, and less well-defined value 
judgments than had previously been assumed. It involves the implications of 
the relatively mild assumptions that (1) “more” goods are “better” than 
“Jess” goods; (2) individual tastes are to “count” in the sense that it is 
“better” if all individuals are “better” off. 

I am not concerned to discuss here whether the propositions which emerge 
are or are not “interesting and important.” Suffice it to say, (1) that prog- 
ress is made in economic thought when old confusions are clarified (unfortu- 
nately for the subject at hand, the reverse is also the case); (2) that any- 
one, like Professor Stigler and myself, who wishes to enter into the third 
realm in which assumptions concerning interindividual comparisons are en- 
tertained will find that the earlier work has somewhat simplified his task, 
rather than served as a hindrance or distraction.‘ 

Thus, it is only through a misapprehension that the Stigler message could 
be conceived as an alternative to the welfare economics under discussion; 
nor can the grave charge be sustained that anything in the latter subject 
is at odds with the precepts of elementary sociology textbooks. However, frank- 
ness necessitates the regrettable admission that neither the old nor new wel- 
fare economics qualifies as sprightly conversation in the Dale Carnegie, the 
Oscar Wilde, or even the Oxford Movement sense. 


II 


The assertions that economic welfare is not the sole or “primary” social end, 
that a change in policy may alter indifference curves and tastes, etc., are not 
so novel or so relevant to a criticism of the new part of the “new welfare eco- 
nomics” as to require any notice here. Stigler’s relevant objections are con- 
fined to a caliginous illustration designed to show that the new welfare 
economics leads to the absurd conclusion that society should cease wasting 
resources on the prosecution and prevention of theft. However, his salvo is 


‘The single most important paper in this field was not included in the list of repre- 
sentative writers. I refer to the classic memoir on this subject by Abram Bergson, which 
appeared in the Quarterly Journal of Economics, under the title “A Brief Formulation of 
Certain Aspects of Welfare Economics,” February, 1938. Subsequent writers have not 
improved upon this statement, and many have fallen short of it. Mention should also 
ve made of the recent contributions of T. Scitovsky, “A Note on Welfare Propositions in 
Economics,” Rev. of Econ. Stud., Vol. IX, No. 1, pp. 77-88. 


As Bergson has shown, the more recent developments proceed in an evolutionary fashion 
ut of the contributions of Pareto and Barone, and represent no break in thought. 


it would not be possible or fair to appraise Professor Stigler’s own welfare program 
and philosophy from so brief an account. One could wish that he had elaborated on the 
General Electric example, bringing the same analysis to bear upon the problem of grade- 
‘“0eling, upon whether or not Canadian gold mines should be enabled to run in time of 
' da host of other social dilemmas much in need of the light which the magic word 
‘ Consensus can yield. 
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misdirected since this conclusion, whether absurd or sensible, cannot be de 
duced as a theorem from the new welfare economics. The latter does not tell 
us which of any two situations is better, and it does not tell us when ». 
ciety really has the choice between two given situations. For a limited s 
of pairs of situations, it does tell us which would be better if we had the 
choice between them. Most important of all, it does mot tell us that a move. 
ment about which it can give a determinate answer as to its desirability is 
better than a movement about which it can give no such answer. 

The choice between present institutions relating to theft and an anarchic 
policy is one which involves the third realm of value judgments; the choice 
between present institutions and an alternative situation in which thieves 
are bought off instead of driven off is also of this third variety, unless a ney 
situation is defined in such a manner as not to be a legitimate alternative 
open to society (e.g., society will pay only those thieves whose supply of 
services has not been elicited by the professed bribe) .° 

I suspect that Professor Stigler was attempting to express something like 
the remarks of the last paragraph. If so, he did not succeed very well, and 
part of the failure may be attributed to the wish to score a point against 
the new doctrines. On the whole, the best way to ascertain what a theory 
does not cover is to investigate what it does include. I turn therefore to a 
brief criticism of Stigler’s summary of the doctrines in question. 


Ii 


As Professor Stigler has suggested, the recent writings have been rather 
formidable; his own attempt to state matters very simply suggests that the 
difficulties are intrinsic rather than expositional. Although difficult to appre- 
hend for the first time, the subject, once mastered, is easy enough. 

In his summary, the author fails to mention what is at the heart of the 
matter—that the conditions referring to marginal cost and price, and to indi- 
viduals’ rates of substitution are necessary but not sufficient to determine a 
equilibrium. Speaking technically, the number of equations is less than the 
number of unknowns, so that we are left with a manifold infinity of values, 
constituting what I have elsewhere called a “generalized contract locus.” 

This lack of emphasis explains the occurrence of what can only be a mo 
mentary lapse, which leads the author to state that “income (of all countries 
together) is maximized by free trade.” Aside from the meaningless expressi0 
in the parentheses, the statement is wrong from almost any point of view, 
and most particularly from the standpoint of the new welfare economics. Hay- 
ing discussed this briefly in the article cited by Stigler and at length in the 
other article referred to above, I need not elaborate on this point. The im 
portance of the matter far transcends the field of international trade, since 
the same problem is raised by those who discuss the senses in which periett 


*'The new welfare economics does not imply that “exhaustive” expenditure of resources 
which only serves to redistribute income is a bad thing. It is all right for the 
Security Board to use up punch cards! 
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competition is optimal. As far as I know, this was adequately analyzed 
for the first time by the “new welfare” economists, and I would welcome any 
earlier citations. 

IV 

A theory cannot have pretensions, although a theorist may. Much of Pro- 
fessor Stigler’s argument is ad hominem rather than ad rem. Utilizing similar 
arguments, how can we account for Professor Stigler’s depth of feeling which 
leads him to describe the new welfare economics, as “bizarre,” as an “analy- 
tical trick,” as “pretentious”? Is it possible that he was sold a bill of goods, 
perhaps by an English economist, and now that he has examined the pur- 
chase more carefully has found it not to be quite what he had expected? 
It is natural to shout “false Messiah” under the circumstances, and highly 
desirable to purge one’s mind of previous misconceptions. However, it would 
seem more decorous for this catharsis to take place in private, rather than 
on the printed page. 

On the other hand, the above analysis may be over subtle. Perhaps a suffi- 
cient explanation is to be found in simple Weltschmerz, induced by excessive 
brooding over the assault by the O.P.A. on the chastity of the economics 
profession. 

Paut A, SAMUELSON 

Massachusetts Institute of Technology 


Who Makes the Inflationary Gap? 


In a note in the June Review" I described two concepts of the inflationary gap 
which are statistically measurable for past periods and which, with assumptions 
regarding the course of business and government financing, may be forecast for 
a limited period in the future. The concepts are: (1) a potential inflationary gap, 
and (2) a real inflationary gap, the latter being the more significant one for the 
problem of price inflation. The real inflationary gap, it was pointed out, is essen- 
tially the amount of expansion of cash balances in the hands of individuals and 
business enterprises. 

Further work on the significance of the real inflationary gap, or expansion 
of cash balances, has resulted in a statistical appraisal, for the period for 
which data are available (1927-1942), of the character of the pressure on 
prices resulting from ¢hanges in the cash balances of individuals.* The seg- 


* Consider for example, the following quotation from F. H. Knight, Ethics of Com- 
petition, p. 218, “whether the fundamental tendencies of free contractual relations under 
‘ompetitive control lead to the maximum production of value as measured in price terms.” 

*“Measuring the Inflationary Gap,” Am. Econ. Rev., Vol. XXXIII, No. 2 (June, 
1943), pp. 365-69, 

"Cash balances, in this analysis, include both demand and time deposits and money in 
circulation outside of the banks. Inclusion of time and savings deposits is necessary in 
satiatical analysis for two reasons: (1) lack of information regarding time and demand 
ee respectively, held by corporations and by individuals; and (2) the changed 
conditions attached to both types of deposits in recent years compared with the period 
prior to 1933. 
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ment of the real inflationary gap, or expansion in the volume of circulating 
media, which remains with individuals appears to have far more influence on 
the prices of consumers’ goods and services than is exercised by the total 
real inflationary gap. This segment, which is about four-fifths of the total 
real inflationary gap, produces a pressure on prices which may be described 
as follows: 

1. Increasing average cash balances of individuals exert a pressure on 
prices equal to the difference between the rate of such expansion and the rate 
of change in the supplies of goods and services reaching consumers. 

2. Decreasing average cash balances of individuals exert a downward pres. 
sure on prices approximately equivalent to the percentage decline in such 
balances per capita. 

Associated with this pressure on prices is a high degree of stability, except 
under special circumstances, in the ratio of consumers’ expenditures, includ- 
ing personal taxes, to average cash balances of individuals. This ratio stood 
at 1.45 in 1942, which is nearly identical with the average annual ratio during 
the preceding eleven years. The ratio was 1.44 in 1940, and 1.46 in each of 
the years 1938, 1939, and 1941. The ratio becomes unstable when a shrinkage 
occurs in the average cash balances of individuals, and may also vary to some 
extent with business fluctuations.® 

A close correlation exists between the pressure on prices thus calculated, 
and the actual change in prices of consumers’ goods and services, except in 
years such as 1929, 1931, and 1934, when extraordinary changes occur, or 
appear certain to occur, in the volume of individuals’ cash balances. The 
factors which are influential in expanding or contracting the amount of cash 
balances per capita held by individuals may therefore be regarded as the chief 
influences causing inflation or deflation of prices of consumers’ goods and 
services. 

The aggregate amount of cash balances of individuals, and, therefore, 
changes in the average amount of such balances per capita, may be assumed 
to be the net result of: 

1. Individuals’ decisions regarding the cash balances which they wish to 
carry and regarding borrowing from or repayment of indebtedness to banks. 

2. Actions of business enterprises, particularly corporations, regarding the 
amount of cash balances held by them and regarding borrowing or repayment 
of indebtedness to banks. 


*The data from which this ratio is computed consist of: (1) consumers’ expenditures 
and taxes paid by individuals as estimated by the Department of Commerce, and (2) st- 
mates of average cash balances of individuals which I have prepared. My estimates of the 
average cash balances of individuals are derived from the Federal Reserve series of total 
deposits and money in circulation at the beginning, middle, and end of each year, adjusted 
for (1) government deposits (including both United States deposits and those of states 
and political subdivisions), (2) cash balances of corporations, (3) deposits owned by 
foreigners, and (4) difference between the average volume of total deposits and currency 
outstanding throughout the year (as indicated by monthly data on money in circulation 
and weekly data from reporting member banks) and the average on the three dates to 
which the Federal Reserve series pertain. Time and savings deposits are necessarily 
included since they cannot be segregated in the cash balances of corporations nor ™ 
deposits owned by foreigners. 
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3. Actions of banks in the making of loans and the purchase of securities. 

4. Actions of foreigners, or of the federal government, as the only im- 
portant purchaser or seller of monetary metals within the country, which 
result in net exports or imports of monetary metals. 

5. Actions of banking and monetary authorities (a) influencing the loan 
and investment policies of banks, or (b) directly influencing the volume of 
bank deposits or money in circulation. 

6. Actions of the government, particularly in wartime, influencing the 
amount of government obligations sold to banks. 

The influence of individuals upon the aggregate cash balances held by 
them is relatively small. They may influence the total slightly by increasing 
or repaying personal indebtedness to the banks. Theoretically, they may shift 
cash balances to or from corporations by making larger or smaller payments 
to corporations, through purchase of goods or investment in corporate securi- 
ties, than the wage, dividend, and other payments received from corporations. 
Whether the shifts in cash balances between individuals and corporations are 
in fact influenced more or less by actions of individuals than by actions of 
corporations is unknown, but the writer believes that the control of corpora- 
tions over their aggregate cash balances is considerably greater than the con- 
trol of individuals over the aggregate cash balances held by them. Under 
present wartime conditions individuals may also, in theory, reduce their cash 
balances, or prevent them from growing, by purchasing United States govern- 
ment securities; but, in practice, the sale of government obligations to banks 
increases the cash balances of individuals without regard to the volume of 
bond purchases by individuals. 

At times the actions of business enterprises in seeking a large volume of 
new loans, or in seeking to repay existing debt, may have considerable in- 
fluence upon the volume of bank loans and discounts. However, business de- 
cisions with respect to requests for bank loans are less potent than bankers’ 
decisions regarding the amounts to be loaned and regarding other changes in 
their portfolios. The reflex influence of business on bankers and on bank 
supervisory authorities—that is, the degree to which bankers, when passing 
on loan applications or purchasing or selling securities in the market, and 
bank supervisory authorities, when examining the portfolio of a bank, are 
influenced by the waves of optimism or pessimism among business men— 
may in fact be more significant than business men’s own actions in attempting 
‘0 Increase or to decrease their indebtedness to banks. 

However, to attribute dominant influence to bankers—in the complex of 
decisions by individuals, business officials, bankers, bank supervisory officials, 
international shippers of monetary metals and of capital funds, and monetary 
and Treasury officials affecting the aggregate amount of cash balances held by 
individuals—is clearly erroneous. Bankers’ decisions are profoundly influ- 
enced, at times almost completely dominated, by their reserve position, and 
this is established for them by Federal Reserve policy, Treasury purchases of 
monetary metals, and international gold movements. 

Under the international gold standard theory the volume of bank credit 
and therefore the volume of bank deposits is dominated by gold production 
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and gold movements, via their effect upon gold reserves. With gold produc. 
tion moderate in amount relative to existing stocks, gold movements become 
the arbiter of the fluctuations within each country of the volume of cash 
balances of individuals and business. This theory, so long as it worked, created 
so much havoc that central banks everywhere were impelled to take action to 
offset the influence of gold movements. However, the belief persists that at 
times gold movements are the dominating factor in the shrinkage or expansion 
of the aggregate cash balances of individuals and business concerns.‘ 

The extent to which the aggregate amount of cash balances of individuals 
and business is controlled or influenced by actions of monetary and bank 
supervisory agencies is also a much disputed matter. Actions of the bank 
supervisory agencies as such must be distinguished from the actions of the 
Board of Governors of the Federal Reserve System in its capacity as a cen- 
tral bank or monetary authority. Bank supervisory officials doubtless have 
some influence on the volume of bank credit and hence on the volume of 
circulating media through the standards which they use in examining bank 
portfolios and judging the adequacy of bank capital, particularly in the case 
of temporary relaxation, during a period of crisis, of customary standards, 
However, the actions and attitudes of bank supervisors are a minor rather 
than an important influence upon the aggregate volume of cash balances of 
individuals and business. 

The influence of the Board of Governors of the Federal Reserve System, 
in its capacity as a monetary authority, upon the cash balances of individuals, 
or upon the volume of the total circulating media, can best be stated in the 
form of quotations from official publications. 

. . . Banks supply an important part of the money needed for the functioning of our 
economic system... . 

Efforts to regulate the supply, the availability, and the cost of money, and to some 
extent the way it is used in extending credit, are the direct concern of governmental mone- 
tary and banking authorities. The principal monetary function of the Federal Reserve 
System is to see that banks have adequate reserves to supply the public’s legitimate de- 
mands for money and to restrain banks from supplying excessive demands. Through the 


use of monetary and credit powers that influence the volume of reserves and the cost of 
borrowing additional reserves, limitations may be placed on the availability and cost of 
money... 

*Mr. Warren F. Hickernell, for example, in an article in Foreign Commerce Weekly, 
May 8, 1943, states: “In 1932, when foreign funds were withdrawn, it was necessary ‘0 
compel liquidation of vast amounts of commodities and securities. . . . The gold raid on 
American banks after Great Britain went off the gold standard on September 21, 1%! 

. wrecked the banks and caused prices and deposits to reach depths which not only 
impaired business working capital but reduced bank capital to the level where the majonty 
of banks would have been closed except for the public-welfare lenience of examiners who 
feared the economic and social consequences of law enforcement.” However, under section 
11(c) of the Federal Reserve act the Federal Reserve Board had power to suspend gold 
reserves in a crisis, so that foreign funds could have been withdrawn in gold without 
necessitating contraction of bank deposits in the United States. 

In the Annual Report of the Board of Governors of the Federal Reserve System for 
1940, the following statement is made on page 4: “Bank reserves and bank deposits co? 
tinued to increase in 1940, again establishing new high records. The principal factor in the 
increase was the inflow of gold from abroad... .” 

* Woodlief Thomas, “Monetary Controls,” Banking Studies, pp. 323 and 334. 
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The Federal Reserve authorities have considerable control over the volume of bank 
reserves, but they have no corresponding control over the use of bank reserves, and in 
particular they do not have power to create a demand for credit. They are able to expand 
bank reserves to meet almost any conceivable demand for credit once that demand comes 
into existence and also to curb or discourage a demand for credit when it shows signs of 


developing speculative excesses. They possess no means, however, of impelling bank 
customers to borrow or of impelling bankers to lend. 

_.. The role of credit authorities in financing a war without inflation is necessarily 
subordinate to that of other Government agencies. . . . In wartime the Federal Reserve 


authorities must provide the banks with adequate reserves to serve as a basis for purchas- 
ing such government securities as they are expected to purchase." 


The volume of government securities which banks are expected to purchase 
in wartime, mentioned in the above quotation, is an amount which is deter- 
mined by Treasury decisions—allotments to banks, issues of bills and cer- 
tificates of indebtedness designed primarily for sale to the banks, and the 
timing of financing drives for the sale of securities to wealthy individuals and 
business concerns other than banks. At the present time, therefore, the Treas- 
ury exercises the dominant influence upon changes in the cash balances of 
individuals. 

This résumé of dominant influences upon the expansion or contraction of 
the cash balances of individuals indicates that the control over those balances 
is somewhat similar to control of the pigskin in a wild football game. Some- 
times the aggregate cash balances of individuals are controlled by banks, some- 
times by foreigners, sometimes by the Board of Governors of the Federal 
Reserve System, sometimes by the federal Treasury, and sometimes by busi- 
ness corporations. These are the principal players who vie with each other in 
attempting to catch, or to throw to someone else, the ball of inflation and 
deflation. Together or alternately, they produce an annual inflationary gap 
in the hands of individuals which, during the past fifteen years, ranged from 
§ billion dollars in 1942 to a negative figure of 4 billions in 1932. Together 
they reduced the average cash balances of individuals per capita from $357 in 

7 to $257 in 1933, a net contraction of 28 per cent, and did not succeed 
until 1939 in restoring the figure to its 1927 amount.* Under the stimulus of 
war, the players are pushing the per capita cash balances of individuals to 
unprecedented heights.°® 

Looking to the future, the stability of the ratio of consumers’ expenditures 
to individuals’ cash balances and the character of the pressure of the infla- 
tionary gap on prices suggest that the greater part of the amplitude of busi- 
ness fluctuations could be eliminated by a monetary policy which achieves the 
dual objectives of (1) avoiding at any time a decrease in the per capita cash 


‘The Federal Reserve System—Its Purposes and Functions, pp. 114-115. 
Annual Report of the Board of Governors of the Federal Reserve System, 1942, p. 26. 


Pirie it is a coincidence—and perhaps not—that the Federal Reserve index of in- 
dustrial production, reduced to a per capita basis, did not come back to its 1929 level until 


104n 


Rony uation of the policy pursued thus far in the war of making allotments of bonds 

banks and timing financing drives so that banks purchase about two-fifths of the se- 
Curities issued by the Treasury will result in cash balances in the hands of individuals at 
the end of 1943 of more than $600 per capita. 
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balances of individuals,‘ and (2) increasing the cash balances of individuals 
at a rate approximately equal to the rate of increase in production of cop. 
sumers’ goods and services, adjusted for taxes paid by individuals. Economists 
would doubtless agree that it is entirely feasible to set up a central monetary 
authority with adequate power to control, within reasonably narrow limits, the 
aggregate bank deposits and currency held by individuals and business and 
therefore to exercise an overwhelmingly dominant influence upon changes 
from year to year in the cash balances per capita held by individuals. Such 
an authority might need greater powers with respect to the direct purchase of 
assets for monetization, and possibly also greater powers of control over the 
maximum credit expansion of commercial banks, than are now possessed by 
any government agency. 
CLARK WARBURTON 
Washington, DC. 


Reply to Professor Clark on Imperfect Competition Theory 
and Basing-Point Problems 


I 


In his remarks' upon my recent article,? Professor J. M. Clark raises several 
issues which warrant brief additional comment. According to Clark, the “main 
argument” with which he disagrees is a principle which he formulates as {ol- 
lows: “regular and habitual freight absorption is inherently and always a 
monopolistic practice within the meaning of the antitrust laws, and proof of 
collusion.”” My own somewhat different statements bearing on this point were. 
“Regular and systematic price identity of this sort (identical delivered prices 
according to a formula) over a period of time can exist only as the result of 
monopolistic agreement or of monopolistic coercion, actual or implied” (p. 
733); and “It is a generally accepted principle, clearly conceived first in the 
theory of ‘dumping’ in foreign commerce, that systematic price discrimination 
can occur only with monopoly” (p. 742). 

Apparently, Clark recognizes and accepts the well-established principle 
“that discrimination cannot exist under competition, but only under monop- 
oly” (his phrasing), but he appears to be unwilling “to classify freight ab- 
sorption as discrimination” (his Section II) and implies a denial that freight 
absorption is discrimination. Whenever a mill is charging “phantom freight 
and is taking “freight absorption,” it is making a difference in prices amon; 


* Possible exceptions to this are: (1) a situation such as the present, when 2 shrinkage 
is occurring in the volume of consumers’ goods and services which can be made available 
to consumers; and (2) significant changes in basic factors influencing the rate of use 
money by individuals, such as the length of pay roll periods, or the number of persons 
receiving their income regularly at short intervals compared with the number recelviné 
most of their income at certain seasons of the year. 

“Imperfect Competition Theory and Basing-Point Problems,” Am. Econ. Rev, Vo 
XXXIII, No. 2 (June, 1943), pp. 283-300. 

*\V. A. Mund, “Monopolistic Competition Theory and Public Price Policy,” 4™. Econ 
Rev., Vol. XXXII, No. 4 (Dec., 1942), pp. 727-42. 
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its customers without a corresponding difference in quality, service, or con- 
ditions in the terms of sale, and such a price practice is the generally accepted 
definition of price discrimination. Since Clark is sympathetic to a policy of 
allowing freight absorption in some degree, and since price discrimination by 
the Robinson-Patman act is prima facie illegal with the burden of proof 
resting on the seller to prove that it is not so, it is evident why he is reluctant 
to identify freight absorption and price discrimination. 

In endeavoring to make a case for freight absorption and pricing formulas, 
Clark and other defenders of the basing-point practice have misused recent 
monopolistic competition theory. The argument runs that, because identical 
delivered prices by two (or a few) competitors can conceivably not be collu- 
sive, therefore they always must be innocent in the case of systematic formula 
pricing by numerous rival sellers. Such an application of the theory permits 
these defenders to get away from the disagreeable fact that the basing-point 
practice is illegal under present law, and enables them to shift attention to the 
question of so-called “larger bearing,” as to how the law ought to be changed 
to enable their clients to retain the major advantages of their monopolistic 
practices. 


II 


In attacking the proposition that freight absorbing sales do not regularly 
and systematically occur under conditions of effective competition, Clark 
says that this doctrine presupposes “a kind of competition for which the 
necessary conditions do not exist in large-scale manufacturing.” That is not 
an argument against the proposition, as Clark assumes it to be. At best it is a 
begging of the question, or an imperfectly expressed truism. It simply admits 
the monopolistic conditions which make necessary some kind of legal action 
if the competition called for by the antitrust laws is to be attained. It merely 
states the problem while pretending to invalidate the proposed solution. 

Clark’s proposition could be accepted more unreservedly if it were made 
to read: “a kind of competition for which the necessary conditions do not 
now exist in a number of industries (generally large-scale manufacturing) in 
the absence of a more effective legal prohibition of discrimination.” The rea- 
son for any legal prohibition of discrimination is the fact that the actual 
conditions” in a good deal of manufacturing industry today give sellers a 
cegree of monopoly power which they exploit to the injury of nearby buyers. 
It is true that if there is only one seller at a place and he is allowed to dis- 
criminate, he may very fully exercise his monopoly power. 

Clark’s claim (latter part of Section II) that differential mill nets are “nat- 
ural” is also true in the sense that it is natural to desire profits, and dis- 
crimination is profitable to a monopoly if permitted by law. But to argue for 
price discrimination on the ground that it permits a monopolist to get greater 
proits is very naive if an economist is taking the public point of view. 


Ill 


: Clark quite naturally attacks my concept of competition. “There is a real 
clash here between two concepts of competition,” he says. Of course there is, 
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and the difference lies in his general acceptance of modern business rivalries 
based on pricing formulas as being an expression of the maximum attainable 
workable price competition in substantial accord with the antitrust laws. 


With multiple sellers acting as one on price, there are certain to be rival Be 
salesmen, sales talks, and service gestures, but to identify these wasteful forms indus 
of non-price competition as “price competition,” as economists employed by men 
basing-point industries do, necessarily makes competition a concept which is Cl 
out of accord with established usage of words. for n 
Clark’s present inclination to regard as price competition existing forms of reade 
business rivalries between sellers adhering to the basing-point formula forces and i 
him to the view that discrimination is a result of overhead costs rather than states 
of monopoly. It is undeniably true that real differences in overhead costs may avail: 
encourage an enterpriser to discriminate in price, provided he can get away howe 
with it. However, under conditions of effective, open, above-board competition, Proce 
either in a produce-exchange or quotation-price type of market, a seller cannot As al 
get away with systematic price discrimination, It is in the monopoly condi- Ceme 
tions prevailing in modern industry that price competition is replaced by a the c 
coéperative system of “price matching” discrimination, designed to avoid real some 
price competition. testifi 
When “price cutting” (in the sense of discrimination, not merely the re the 2 
duction of a uniform price) develops, it may become chaotic if a seller uses ‘perfe 
his local monopoly advantage for moving mill prices up and down to match swer 
delivered prices on distant sales. It is erroneous to find the reason in an allo- perfec 
cation of overhead costs, for such an allocation can exist only if one is al- child 
lowed to discriminate. If discrimination were prohibited, the overhead cost analy: 
thesis to justify it would, of course, vanish; and one in a given industry, like or pet 
the cement industry, could not state that the industry “must systematically betwe 
restrain competition or be ruined,” to use the revealing phrase of John 45329 
Treanor, a frank industrialist. In 
IV which 
Clark takes the sharpest issue with my statement that basing-point de- woe 
fenders (academic ones) charge that “perfect competition” is the goal ex Se 
pected and sought by those concerned with making competition more effective. a 
In behalf of economists hired by basing-point industries, Clark (assuming his need 
authority to do so) thoroughly and completely wishes to deny this charge. ; ra 
This is a refreshing and gratifying assurance. The charge appears to have rates 
been made in the first instance by Professor de Chazeau in his analysis of the “en 
work of Professor Fetter on the basing-point plan. In his review of de Cha- pres 
zeau’s study of iron and steel prices, as well as in his rejoinder to de Chazeau's this cl 
reply, Fetter emphatically denied any claim that the mill-base policy would mn t 
restore “perfect competition,” or anything resembling such a statement.’ Mr. tition | 
de Chazeau in his reply failed to withdraw the charge,* which then became é crimin 
*F. A. Fetter, “The New Plea for Basing-Point Monopoly,” Jour. Pol. Econ., Vol. XLV, coercic 
No. 5 (Oct., 1937), pp. 589-91; and “Rejoinder to Professor de Chazeau’s Reply,” ibid. to the 
Vol. XLVI, No. 4 (Aug., 1938), p. 567. the an 
*M. G. de Chazeau, “Public Policy and Discriminatory Prices of Steel: A Reply ' torical 


Professor Fetter,” Jour. Pol. Econ., Vol. XLVI, No. 4 (Aug., 1938), pp. 537-60. 
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part of the regular stock arguments of the basing-point defenders. It was a 
major and essential contention of the economists testifying for the industry 
in the Cement Institute Case in 1940. 

Both Clark and de Chazeau conferred with the economists employed by 
industry in this case on concepts of competition and related terms before these 
men took the witness stand. 

Clark’s statement that, after examining my references, he can find no basis 
for my allegation can be answered by turning to the records themselves. The 
reader can readily check my references in the work of Professor de Chazeau 
and in the U. S, Steel Corporation T. N. E. C. study which the Corporation 
states was directed by Professor Yntema, for these publications are widely 
available. Copies of the Cement Institute Proceedings (Docket 3167-2-45), 
however, are not so accessible. I used the official typewritten copy of the 
Proceedings available at the Federal Trade Commission, Washington, D.C. 
As an example of this testimony, Dr. Clare E. Griffin, in testifying for the 
Cement Institute, stated in summary that a major factor in the reasoning of 
the critics of the basing-point plan is that they base their conclusions upon 
some preconceived concept of perfect competition (p. 43297). Griffin further 
testified, “They [the older economists] made certain assumptions which were 
the assumptions that the present-day economist designates by that term, 
‘perfect competition.’ I think the older economist, 2s perhaps my earlier an- 
swer implied, when he talked about competition, was implying that that was 
perfect competition” (p. 42948). Again, as an example, Dr. Fred R. Fair- 
child in his testimony for the Cement Institute declared that Professor Viner’s 
analysis of price competition is one which prevails under conditions of pure 
or perfect competition, and that Viner appears to have ignored the distinction 
between imperfect competition and perfect competition (pp. 44774-44775, 
45329-45331), 

In Clark’s review of my article, he himself appears to express the charge 
which he seeks to deny. Thus in Section IV he says: “the earlier theory, 
whatever it did or did not explicitly and consciously assume, required the 
presence of certain kinds of conditions (already discussed) which are the 
marks of perfect competition.” And again, in the same section: “it is in this 
_ that the case against basing-point pricing takes perfect competition as a 
standard.” 

Clark claims that I fail to distinguish the issue that basing-point apologists 
charge critics with wanting to establish perfect competition from the “real” 

‘ssue that critics want to convict any industry of collusion if it fails to bring 
about a a price structure which only perfect competition could bring about. To 
‘ais charge I must deny again any claim, or knowledge of any claim by any- 

ne, ore the uniform mill-base rule would create in practice “perfect compe- 
ution.” What is claimed is that, with an application of the law against dis- 
crimination (which Clark does not want) and with no private agreement or 
Coercion, actual or implied, there would be possible a much nearer approach 

‘o the kind of workable competition (possibly never “‘perfect”) called for by 

‘he antitrust laws. The defenders of workable competition do affirm that his- 
torical and empirical studies indicate that the price structures which basing- 


10421 COMMUNICATIONS 617 


n, 
a 
al 
ry 
ly 
nN 
" 
ve 
he 
a- 
\ 


616 THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


point and freight-allowed industries have brought forth are monopolistic and 
based on collusion. The pricing formulas which now prevail so widely, more. 
over, in the major industries were the result of a deliberate change from the 
uniform mill-base rule. 

V 


Clark’s plea for more information on industrial pricing problems and poli- 
cies is one with which all earnest supporters of antitrust law policy will agree, 
provided that the studies are carried on along inductive, empirical and his. 
torical lines. The studies of industrial prices and price policies approved and 
made by economists employed by basing-point industries are largely based on 
hypothetical assumptions, theoretic possibilities, and conjecture. In the list 
of questions which Clark wants to study, the question of the legality of the 
basing-point practice is singularly absent. The mountain of factual evidence at 
hand on the basing-point practice and its legality, as well as the recent (July 
17, 1943) cease-and-desist order of the Federal Trade Commission in the 
Cement Institute Case, makes Clark’s plea at this time a tacit confession 
that as matters now stand the economic arguments in defense of the basing- 
point practice have collapsed. 


VI 


It is gratifying that Clark concludes his review by agreeing that something 
needs to be done about the practice of academic economists serving as experts 
for corporations charged with violating the antitrust laws. If the present trend 
continues it promises soon to be impossible to maintain the spirit of academic 
freedom and impartiality which should characterize university life and work. 
Economics is in serious danger of becoming a “kept” science, reflecting the 
views and interests of the dominant industrial groups, rather than of consumers 
and the nation, generally. 

In view of the growing feeling that economic experts hired by private cor- 
porations are partisan and biased in favor of the side they represent, it would 
be wholesome if the American Economic Association would create a committee 
to study the practice of employing academic economists in antitrust litigation 
and to formulate and present a tentative code of ethics regarding the use of 
academic testimony in such cases. 

A, Mund 


University of Washington 


Rejoinder 

Professor Mund’s reply to my article convicts me of having failed to make 
clear to him the fact that I was not arguing the whole issue of basing-poin' 
practices (something I could not properly do) but was merely disputing his 
theory of competition and its relation to freight absorption. His reply does 
not, in fact, defend his theory; it merely argues that the practices can 
condemned on other grounds, and attacks my theory, not as being _. 
but as being an unqualified defense of the practices. This last fits strange! 
with the first, which implies that the theory—the only thing I was attacking— 
is not essential to the case against the practices. 
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My argument aimed at no particular conclusion as to what should be 
done with basing-point practices. If my theoretical view prevailed, it would 
simply mean that the practices would be contested on grounds other than the 
theory Mund holds; and the case (which of course includes much other 
material) would be unaffected except to the extent that it may hinge on this 
theory. How much difference this would make is not obvious. It would fore- 
stall possible future sweeping general action based on this theory alone; and 
condemning all freight absorption as such, without need of relying on inquiry 
into the special circumstances of a particular case, Aside from this, the effect 
might depend on the extent to which the theory lends factual evidence a force 
it would not otherwise have. 

The reader of Professor Mund’s reply might fairly be invited, in the light 
of the above, to reread my original article. In treating it as a stock basing- 
point defense, he attacks positions I have not taken: notably in the last 
paragraph of Section I of his reply, the last sentence of Section II, the secord 
and third sentences of Section III, and all but the first sentence of Section V. 
in attempt at clearer definition of the issues under debate may therefore be 
warranted. 

They are issues of theory, coming under the general theme: “Discrimination, 
including freight absorption, is monopolistic.” This breaks up into two 
groups of leading propositions. The first is concerned with the effectiveness 
of competitive pressures on prices; and centers largely on the effect of freight 
absorption in bringing the “oligopoly principle” into play, though it has 
numerous ramifications. This is an important issue, on which my previous 
writings should make clear the general character of my position. My article 
proposes no verdict, but advocates full investigation and relevant discussion. 
To that end, this issue should be kept distinct enough from the issue of 
collusion so that neither would be supported by evidence pertinent only to the 
ther, rather than merging them as Mund does.” Or that is my naive idea. 

The second group includes various forms of the proposition: “Discrimina- 
tion proves collusion.” Here the discrepancy between my statement of Mund’s 
position and the one which he prefers, noted in the opening paragraph of his 
reply, arose partly from a feeling that his working doctrine was more un- 
qualified than his preferred formal statement. This has now crystallized into 
the belief that there are two distinct ideas here, one of which I was com- 
batting, while the other needs fuller formulation before debate could be 
wefully joined, They might turn out to be inconsistent with one another. 
| will call them Propositions 1 and 2. 

‘roposition 1, in its more significant positive form, states categorically 
_ competition tends to an approximately uniform mill-net price structure. 
‘' rested originally on the traditional principle that competition, because of 
hecryy nature or by the action of its basic force (the option of the 
“uyer to trade with a rival seller), prevents any producer from being able to 
Set away with” differential mill-nets. This is the thesis Mund has developed 
trough a series of articles, and his frequent unqualified condemnation of 


hes allied phase was mentioned in my article, footnote 8. 
see his reply, Section II. 
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discrimination appears to arise from it. I do not accept it as applied to com. 
petition in which the effective rival seller is located at a distance from th 
producer in question. Mund appears at one point to concede my contention! 
but retorts by shifting to the issue of the effectiveness of “discriminatory” 
competition, and claiming that I have begged that question (which I was noi 
at that point discussing). This shifting of issues leads him into two instances 
of question-begging. One is his statement: “If discrimination were pn. 
hibited, the overhead cost thesis to justify it would, of course, vanish . . .” 
presented in support of the thesis that competition in itself suffices to e. 
tinguish “discrimination.” The other is the last paragraph of Section II of 
his reply, where the logic is equally circular. 

Proposition 2 rests on the experience of basing-point industries, unlike 
Proposition 1, which antedates this experience. As a generalized thesis it 
appears to be in an embryonic state at present, lacking formulation which 
would show what operative forces it depends on, how they work, and what 
kind of price structure. they would bring about in the absence of collusion 
Thus it has not, so far as I am aware, been stated in positive form cor- 
responding to the above statement of Proposition 1, but only in negative 
form as Mund appears to state it in the opening paragraph of his reply. 
The trouble is that the negative form of statement does not reveal whether it 
is a genuine outgrowth of basing-point experience or merely a qualified 
form of Proposition 1, derived from it by @ fortiori reasoning. My best 
present formulation of Proposition 2, largely from indications outside Mund’ 
writings, is as follows: “The experience of systematic basing-point pricing 
shows that it cannot be set up without concerted action, and tends to be 
broken down unless certain disintegrating forces are restrained by methods 
involving collusion or coercion or both. These disintegrating forces include, 
among others, pricing that must be ‘discriminatory’ in order to produce the 
indicated effect; therefore the symptom of absence of collusion is not wi- 
form mill-net pricing, but pricing in which ‘discrimination’ exists, but is irregu 
lar and unsystematic.” 

Mund might not accept the second sentence of this statement. He appeals 
to factual experience, but reconciles it with the uniform mill-net principle 
I believe this to be an inconsistency which can remain unrealized only so long 
as the operative mechanism of Proposition 2 is not fully worked out. It is to 
be hoped that this proposition may be developed to a point permitting 4p 
praisal of its rationale and its relation to the uniform mill-net principle. 

As to the plea for forward-looking inquiry, Mund construes it as a mete 
call for more facts, rather than for asking a different kind of question; and S 
excessively suspicious of any economic inquiry separate from inquiry 0! the 
present legal type. I had expected that members of basing-point industries 
might violently condemn my modest and qualified suggestion of modified pr 
cedure as weakening their legal protection; but I certainly did not expect that 
it would be twisted into the reverse guise.* The question would hinge 0” the 
nature of the legal arrangements which, as I am keenly aware, would be nect* 
sary to develop this suggestion into anything deserving the name of a proposal: 


*See his reply, Section II, second paragraph, first sentence. 
“See his reply, last sentence of Section I. 
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such development seemed hardly called for in view of the little likelihood of 
action in this direction at this time. 

In the matter of the disputed citations, Mund maintains his former position 
and documents it with quotations which illustrate my contention, thus at- 
testing his sincerity but not his correctness.* Let me make one more attempt 
at clarification by expressing the logical counterpart of this set of ideas in 
terms of simpler content. Statement A: “Hitler wants to walk on the water” 
‘s not identical or interchangeable with Statement B: “Hitler takes walking on 
the water as a standard”; or with Statement C: “Hitler wants to confiscate 
the property of all Jews who do not succeed in walking on the water; and it 
s in that sense that he takes walking on the water as a standard.” Mund 
does what is logically equivalent to using a refutation of Statement A to 
refute Statement C; and citing passages, representing that they all contain 
Statement A, when most of them contain Statement B or C or some other 

4tement instead. He even quotes my statement of the second half of C as 
evidence that I have subscribed to A. The important thing is what Hitler 
aciually wants, not what various commentators have said about it. 

Mund states that I agree that something needs to be done about academic 
economists serving as experts for corporations charged with violating the 
antitrust laws. I am left in some doubt how far we agree. What I said was: 

. the state of the economist as expert witness wants improving, whichever 
side he testifies for.” I do not credit either side with a monopoly on partisan 
bias. 

Other comments have reached me indicating that some readers have in- 
terpreted my remarks as approving misrepresentation by suppression on the 
part of witnesses. It had not occurred to me that my language could be so 
construed, or I should have safeguarded it more effectively. Since it seems 
necessary, I will say that in speaking of the witnesses “obvious obligation of 
truthfulness,” I had no reservations, and would set as a standard that the wit- 
ness should give essentially the same answer to a given question regardless 
of which side the answer favored or seemed to favor. I also suggested that 
the witness is limited by the selective list of questions he is asked. He may 
lislike this limitation but acquiesces in it. If he takes active part in mapping 
the questions he is to be asked (something I did not contemplate), his re- 
sponsibility reaches farther; but few witnesses can be held responsible for all 
angles of a major case. Should a witness refuse to testify on one point on 
which his verdict is clear and useful to one side, because the whole case in- 
Cudes other points on which his verdict would be less clear, or unfavorable to 
that side? 

Other points invite comment; but one must stop somewhere, even though 
the re are loose ends, as presumably there always will be. They may be covered 
dy a general proviso that silence does not imply assent to Professor Mund’s 
interpretations of economics, law er history. 

J. M. CLark 

Columbia University 

‘T have recently found one passage in the Daugherty, de Chazeau and Stratton volume 

1146, lines 16-19) which comes nearer Mund’s interpretation than the ones he cites 


~/» “at source. It runs, however, in terms of “pure” and not “perfect” competition; 
Which, as the authors treat them, are quite different. 
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Basing-Point Problems: Comment 


Professor J. M. Clark’s discussion* represents an important contributig 
toward a clearer appraisal of the basing-point problem. It is unfortunate thy 
so large a proportion of the literature on this issue has proceeded in terms of 
inadequately defined epithets such as “competitive,” “monopolistic,” an 
“discriminatory” rather than with reference to the realities of the marks 
place, so that at times the whole controversy has appeared to belong mor 
in the realm of semantics than of economics. 

One of the points raised in passing by Professor Clark merits further en 
phasis. The location of demand for such products as steel and cement js 
shifting constantly. It would be neither practical nor economic in each indi 
vidual area to have sufficient plant capacity to meet maximum possible demand 
with excess overhead representing a heavy charge upon the price structure. 
There must be sufficient flexibility in the system to permit mills with unused 
capacity to ship into areas where demand is straining the facilities of nearby 
producers. The only issue is the best means of achieving such flexibility. 

Assume the typical case of an industry manufacturing heavy construction 
materials, with mill clusters scattered irregularly throughout the country. 
There is a construction boom in an area adjacent to one producing center, 
calling for materials substantially in excess of producing capacity at that 
center. The deficit can be supplied by calling upon temporarily idle facilities 
of more distant mills. Assume further that base prices at the adjacent and 
remote mills have been approximately equal. (Whether this equality reflects 
similarity in costs, competition at the fringes, or some form of collusion is not 
relevant to the present discussion.) What are the practical alternatives in this 
situation? 

1. The price in the shortage area may rise to a level permitting the most 
distant mill whose increment of supply is required to maintain its prevailing 
plant quotation and to charge full freight. While this may be in accord with 
orthodox theory, it would result in a substantial increase in the costs of the 
construction projects and inordinately high profits for the local mills. The 
unfavorable effects of these high costs may persist long after the immediate 
emergency has passed. 

2. Prices charged by the local mills may remain relatively stable, while 
more distant producers still insist upon adding full freight to their prevailing 
plant quotations. Favored or fortunate buyers would be able to obtain their 
materials from local sources; those forced to depend upon distant mills would 
incur a serious competitive disadvantage, or find it necessary to abandon the 
projects upon which they are engaged. . 

3. The distant seller can reduce his own mill price sufficiently to permit 
him to meet the price prevailing in the shortage area, after adding full freight 
In many cases, of course, the consequent loss in revenue on nearby busines 
would exceed the gross amount of the distant sale. 

4. He can meet the price prevailing in the shortage area on sales to that 
area, without modifying the price in his own home territory. 


*“Imperfect Competition Theory and Basing-Point Problems,” Am. Econ. Rev, Vol 
XXXIII, No. 2 (June, 1943), pp. 283-300. 
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I have yet to meet an economist who would consider the results of the first 
two alternatives as particularly desirable, or a business man who would regard 
the third alternative as sane. The last alternative, involving some form of 
freight absorption, is left as the only practical solution. 

Natural ly sales involving freight absorption will not in practice be limited 
to situations of the type described. Whenever demand in a seller’s home terri- 
tory is insufficient to engage his productive capacity satisfactorily, he will 
seek to dispose of his surplus in more distant areas provided the amount of 
freight he must absorb is not so great as to make the transaction unprofitable. 
The lower the fraction of capacity at which a mill is operating the greater 
the incentive to make such sales will ordinarily be, since most business men 
will exert more sales effort to convert a loss into a small profit than to augment 
a profit already substantial, and they will strive harder to maintain a mini- 
mum working labor force than to take on work involving the hiring of addi- 
tional employees. Consequently there will be a general tendency for sales 
involving freight absorption to move from areas in which mills are operating 
at a low fraction of capacity to areas in which demand is greater relative to 
nearby facilities. This rule cannot be invariable, and there will always be some 
uneconomic cross shipments. However, these are the necessary price for in- 
creasing the flexibility of the industrial system and preventing the formation 
of airtight local monopolies. 

It has been argued repeatedly that freight absorption necessarily involves 
price ae and that price discrimination is necessarily “monopo- 
listic.” This line of reasoning verges on pure semantics. In part it reflects too 
narrow a concept of “price,” defining it purely from the point of view of the 
seller and ignoring that of the buyer. The discrimination that concerns the 
latter, particularly in the field of construction materials, is any difference be- 
tween the total price he pays and that paid by his competitors, The distri- 
bution of his total price between the seller and the transportation agency is 
of no greater—and no less—significance to the buyer than is the distribution 
the seller’s net return between labor, materials, overhead and profits. There 
would be real discrimination if a rigid insistence upon uniform mill nets re- 
sulted in adjacent and competing buyers paying different delivered prices. 
Chis principle is recognized in law as well as economics; thus the Robinson- 
Patman act prohibits price discrimination only where there is resultant injury 
'o competition, and specifically permits a distant seller to meet the price offer 
I a more advantageously located rival. 

It is perfectly true that many basing-point systems, as well as other elab- 
orate systems of geographic pricing (e.g., price zones), are collusive in origin 
and monopolistic in effect. But this does not arise from the fact of freight 
absorption as such, but from the clearly artificial and restrictive forms it 
takes.” As Professor Clark points out, markets differ in nature and all cannot 


P : To illustrate, the recent Federal Trade Commission decision in the cement case finds 
. at ther are a considerable number of practices in connection with the calculation of 
eight designed to insure complete uniformity of delivered prices in each locality. These 
= well be regarded as collusive and monopolistic. However, the findings of the Com. 
pi n also indicate uniformity of base prices charged by each mill, applicable to its home 
““trilory on sales on which no freight absorption occurs. The arbitrary elimination of 
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be appraised by the same yardstick. Freight absorption is a natral and ap- 
propriate method for avoiding progressive constriction of markets for heavy 
industrial products; there is nothing inherently anticompetitive about it 
Rigid adherence to a uniform f.o.b. plant price may, in certain cases, be far 
more monopolistic in origin and effect than a basing-point system or other 
scheme of freight absorption. The judgment as to whether the price structure 
observed in a particular industry is, in fact, monopolistic must be reached by 
a careful examination of its origin, details, and effects, and not on the basis of 
abstract reasoning unrelated to the world we live in. 


SAUL NELson 
Washington, D.C. 


Comment on Review of Industrial Concentration and 
Price inflexibility 

Once an author has committed himself to print he must stand the test of 
professional criticism, and such criticism is to be welcomed. However, criti- 
cism founded upon misunderstanding, careless reading or misinterpretation 
and likewise committed to print must stand the test of rebuttal, Mr. John 
M. Blair’s review’ of my Industrial Concentration and Price Inflexibility 
(Washington, American Council on Public Affairs, 1942) merits rebuttal 
partially on the grounds outlined. 

The reviewer has concentrated upon two chapters of the book dealing with 
the flexibility of prices relative to costs. The first of these, Chapter V, which is 
concerned with methods, is somewhat tedious, and if the reviewer passed over 
it in haste he can hardly be blamed. Unfortunately, his criticism of the 
results of the statistical study, Chapter VI, is largely invalidated by what 
was written in the preceding chapter on methods. 

The object of the investigation contained in these two chapters should 
be clarified. It was to determine whether previous studies of the relation- 
ship between concentration and price inflexibility (in the sense of amplitude 
of price decline during depression) had ignored variables other than concen- 
tration which would account for inflexible prices. The most important o/ 
these other variables which suggests itself immediately but which had gen- 
erally been ignored is variation in prime costs. 

If one industry experiences a drop of twenty per cent in its prime cost in a given period 
and another experiences a rise of ten per cent, it would be unreasonable to charge that, 
because the average price of the products of the first industry fell twenty per cent ang 
the average price of the products of the second remained the same, the second industry’ 


price was inflexible in view of the changes which occurred. Yet this is exactly the position 
which the National Resources Planning Board, for instance, must take.’ 


Having determined that the relationship of price change to prime cost 
change merited investigation, the writer then undertook to find the data. 


freight absorption would in no way cure the latter situation and might, in fact, aggravate 
it. There is no reason for focusing upon freight absorption per se as the principal wan of 
listic element or for arguing that the only way in which competition can be preserve¢ © 
to insist upon the maintenance of uniform mill nets by each seller. 

*Am. Econ. Rev., Vol. XX XIII, No. 1 (Mar., 1943), pp. 181-83. 

* Industrial Concentration and Price Inflexibility, pp. 91-92. 
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The only source of data available for the comprehensive study required was 
the Census of Manufactures. From these data Professor Mills and the Na- 
tional Bureau of Economic Research had calculated unit price and unit 
direct cost indices by dividing indices of total value and of total direct cost 
by indices of production. The “ideal” index formula was used to construct 
the production indices, which were adjusted for changes in coverage resulting 
from changes in the composition of output from one Census year to the next.* 
Index numbers were derived in the following manner: 


Q= 
Zgofo 


Pogo 


Quantity Index, 


Value Index, 


and Price Index, 


Vo 
Zgopo 


Zpigo 

Lpogo UPpogi 
The method and the corrections employed answer in part Mr. Blair’s 
criticism that “changes in composition generally make industry-wide value 
of products unusable as prices. . . .”* He states later on, however, that 


unit value figures for an individual commodity are affected much less—though still 


seriously—by changes in composition than are unit value figures for an entire industry, 
nd thus approximate prices far more closely than do the industry-wide figures. 


This reduces to 


This argument is, of course, mostly gratuitous. The indices of unit value de- 
rived by Mills reflect the changes in composition inherent in average prices 
ior individual commodities. It can be seen from inspection of the index 
iormula that base and given year weights are employed for each link in 
the chain index. Therefore, the bias in the index based upon changes in com- 
position is inherent in the average prices of individual commodities which 
are used as weights in deriving the industry production index. If changes in 
composition do not affect the average prices for commodities seriously, as Blair 
contends, then they do not affect the unit value indexes for the industry 
‘ny more seriously.* The effect of changes in coverage was unimportant. 

Ibid., 96-99 

‘dm. Econ. Rev., Vol. XXXII, No. 1, p. 181. 


Parenthetically it should be noted that the author did not assume as the reviewer 
sely charges that the composition of output remained constant in using these indices. 
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A test of the reliability of the Census indices is provided by comparing the 
movement of an index of manufactured goods prices derived from the Censys 
with that of an index derived from the Bureau of Labor Statistics wholesale 
price data. Mills has shown in Prices in Recession and Recovery that the two 
indices agreed well during the 1920’s and the following comparisons wer 
made for 1931 and 1933: 


Index derived from 1929 1931 1933 
Census data 100 78 66 
Bureau of Labor Statistics 100 81 76 


Because the two indices agreed well in 1931, the author concentrated upon 
this year, despite the fact that the failure of the two indices to agree in 1933 
cannot be attributed solely to error in the index derived from the Census. The 
author cautioned also that “the results should be presented only for groups of 
industries where a general tendency may be discernible despite some error 
in either direction for individual industries” (p. 112). 

But let us proceed to the nub of the reviewer’s criticism. The reviewer 
concludes that: 

The relationship between actual prices and actual costs is ignored in any work of this 
kind, and no conclusions regarding a necessary “amplitude of price change” or a “t- 


striction upon price cuts” can be drawn from data which merely indicate the percentage 
change in costs. 


This charge that the author forgets that “he is dealing only with percentage 
movements” is uncalled for. On page 107 in the book in the middle of a dis- 
cussion of this difficulty, the following sentence appears: 

It is obvious that a change of a given absolute amount in price and cost will produce 


a larger change in a fixed base index of cost than in a similar index of price, since a base 
value in absolute terms for the cost index is smaller than the base value for the price index. 


For this reason, the author employed the roundabout method of calculating the 
change in the price index which could be expected on the assumption that 
actual dollars and cents prices moved by exactly the same amounts in dollars 
and cents as actual dollars and cents direct costs. The price index number 
which would have resulted, had prices reflected exactly the change in direct 
cost, was called the “expected price index” and was calculated as follows: 


Expected Price Index, 


where C refers to the cost index, P to the price index, p, to the base yea! 
actual price (or value of output) and c, to the base year average direct cos! 
(or total direct cost). 


The reviewer lifted a sentence to this effect which he quotes out of context. The contex! 
is a model analysis beginning on p. 98 and ending on p. 107. For purposes of this model 
analysis, not only was composition of output assumed to be constant, but competition ws 
assumed to be pure! The second assumption should have been warning enough to the 
reviewer that the author was not concerned with the outdoor world in that section of 
the book. 
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Movements in the unit value index for each industry were compared with 
movements in the expected price index. For the period 1929-31 for 107 
industries the Pearsonian coefficient of correlation was +0.85. For 86 indus- 
tries for which adequate data were available for the period 1929-33, the co- 
efficient of correlation was +0.92. There was, for a similar group of indus- 
tries, no correlation of economic significance between concentration and 
price change for the same periods. If the reviewer or any one else can make 
a showing that concentration was responsible for price inflexibility rather 
than differential direct cost behavior, the writer is willing to be shown. 

Evidence was presented indicating that concentration was of some signifi- 
cance in accentuating depression, but that its effects could not be discerned 
by observing price behavior alone. This portion of the work dealt with 
changes in the margin between direct cost and price which is a more meaning- 
ful subject for investigation than mere price behavior. Since this portion 
of the work was ignored in the review, there is no cause for elaborating upon it 
here. 

ALFRED C, NEAL 

Washington, D.C. 


A Correction 


In the report of Proceedings at the meeting of the Association last January, 
the following paragraph appears at page 458: 

“Mr. Crowther said he had been accused of weasling on his own views— 
a crime worse than being diplomatic. This accusation, however, had been 
based on the assumption that Mr. Crowther was a follower of the views of 
Lord Keynes. The assumption was without foundation. Mr. Crowther defied 
any member of the round table to find an article in Te Economist supporting 
Lord Keynes’s views on international trade.” 

May I correct this? At an earlier meeting, Professor Haberler had made a 
strong attack on certain highly restrictionist views which he attributed to Lord 
Keynes and of which he accused me of being an unavowed adherent. I said 
that 1 doubted whether Lord Keynes would recognize his views in Professor 
Habeler’s description of them, but that in any case I did not hold them. What 
| was dissenting from was not (as your report indicates) Lord Keynes’s 
views, but those attributed to him by Professor Haberler. 

Since then, I have confirmed from Lord Keynes himself that his views 
n international trade are not, and never have been, such as Professor Haber- 
er described them. Would it not be an advantage in discussions of this kind 
if an attempt were made to avoid misrepresentation of other people’s opinions? 

GEOFFREY CROWTHER 

London 


‘4m. Econ. Rev., Vol. XXXIII, No. 1 (Mar., 1943), suppl. 
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BOOK REVIEWS 


Economic Theory; General Works 


Die raumliche Ordnung der Wirtschaft; Eine Untersuchung iiber Standori, 


Wirtschaftsgebiete und internationalen Handel. By Aucust Léscu. (Jena: 
Fischer. 1940. Pp. 348.) 


The theory of international trade, always a vigorous part of general economic 
theory, has been enriched by an important new contribution, With Ohlin’s sub- 
stitution of economic regions for countries, the main stream of international 
trade theory changed in emphasis, and general location problems came to the 
fore. In his Enquiry into Location, Economic Regions, and International 
Trade,’ Dr. Lésch has advanced this important field of general economic 
theory in a significant and original way. His book is a detailed study 
of location problems and theory, and of the exact nature of economic 
regions which were only loosely defined by Ohlin. He applies his new 
ideas to international trade theory and various practical problems. No 
short review can do justice to the wealth of theoretical and factual ma- 
terial presented by Dr. Lésch. Since most of Lésch’s ideas are not available 
in English,? I shall be concerned mainly, first, to explain and examine 
critically some of his theoretical contributions, and, second, to show how 
he uses his theory in discussing the theory of comparative cost and the 
transfer problem. 

The book is divided into four main parts. The first deals with location 
(Standort), the second with economic regions, the third with trade. The 
fourth part gives numerous examples, mostly drawn from American data, 
for each of the previous headings. The spiritual ancestors of Lésch art 
Alfred Weber and Bertil Ohlin; the theoretical framework is that of 
E. H. Chamberlin, as well as that of the general equilibrium school. 


I 


Lésch’s central thesis for which he makes out a convincing case may b 
formulated briefly as follows: a logical pattern of locations would develop evel 


*A microfilm edition of the book is available at University Microfilms, Inc., Ann Arbor, 
Michigan. 


* Some of the fundamental ideas of the book may be found in “The Nature of Economi 
Regions,” South. Econ. Jour., Vol. V (July, 1938), pp. 71-78. Also easily accessible in this 
country are Dr. Lésch’s contributions to the Weltwirtschaftliches Archiv: “Wo gilt cas 
Theorem der komparativen Kosten?” 48 Band, Heft 1 (July, 1938), pp. 45-65; and “Eine 
neue Theorie des internationalen Handels,” ibid., 50 Band, Heft 2 (1939), pp. 308-28 
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in the absence of special explanations of a historical or economico-geographic 
nature. The location of mines, mountains, rivers, ancient fortresses, etc., may 
explain satisfactorily special locations. Yet, even if the earth were a perfectly 
smooth sphere, cities would emerge, roads would be laid out in definite pat- 
terns and economic regions would come into existence. Purely economic fac- 
tors will lead to a spatial order of the economy. 

The keystone of Lésch’s theoretical structure is presented in his Part II. 
The special interest of his solution lies precisely in the apparent lack of realism 
of his assumptions, It is easy to see why definite economic regions might 
appear when differentiating historical or geographic facts are given. It is 
not at all self-evident that a determinate pattern of locations should develop 
even if the earth were a homogeneous sphere. Nor is it clear what such a jat- 
tern would be. Yet Lésch demonstrates that a regular hexagon would be the 
ideal market form. Lésch summarizes his findings as follows: “We found first 
simple hexagonal market areas which surround every center of production 
and consumption. There is, secondly, a net of such market areas for each 
group of commodities; and, thirdly, we have a systematic order of these nets 
of the various commodities. This self-sufficient system is the ideal picture of 
an economic region proper. Such regions, finally, spread according to certain 
laws all over the world” (p. 90). 

Since this is a significant result which gives precision to the concept of eco- 
nomic regions, it is of interest to show in some detail how this result is reached. 

The assumptions under which Lésch derives this ideal market area are: (1) 
that industrial raw materials are distributed evenly in a homogeneous plain; 
(2) that population is evenly distributed and homogeneous; (3) “that all 
occupations and methods of production are open to everybody.” By these 
assumptions all special factors are excluded and the effect of purely economic 
factors can be investigated. Under these conditions each producer is con- 
fronted with a falling demand curve. But this does not mean, as it does under 
conditions of monopolistic competition, that the individual producer has an 
influence over price. The falling demand curve indicates rather the amounts 
sold simultaneously at various prices in various places. Price is lowest at the 
factory and rises with increasing distance until the demand curve cuts the Y 
axis. Since the firm sells in all directions in a homogeneous plain, the toial 
demand confronting it will be given by a cone which is generated when the 
demand curve is rotated around the price axis. The area over which the firm 
vlls is given by the circle which forms the base of this cone. 

As long as the firm makes profits the demand curve will be shifted to the 
left and the circle will become smaller. “This process which Chamberlin . . . 
has made familiar for product differentiation is also valid for differences in 
location” (p. 68). However, three circular market areas tangent to each 
other would still leave an unused space between them. Hence the circles will 
be squeezed into hexagons whose final size is determined by the equilibrium 
condition that no profits be made. If, on the other hand, the same demand 
were spread, not over a hexagonal market, but over a triangular or square 
market area, more land would be needed and the transport lines would be 


oo 
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longer. Hence the “honeycomb” is the most economical shape for the market 
area of the individual firm.® 

The market area for each good is therefore a hexagon with a radius ; 
of its inscribed circle. This radius is characteristic for the particular good anj 
depends on the cost and demand curves. Since population is spread discon. 
tinuously even when it is evenly distributed it follows that p too cannot 
be a continuous variable. The problem now becomes the determination of the 
“influence of the original settlements on the location and size of market 
areas.” 

The table below and graph on page 629 have been reproduced to clarify the 
following discussion. Let a be the distance between the smallest settlements 
A,, A,, etc. Let b be the distance between the towns B,, B,, etc., which ar 
the smallest towns in which industrial production will take place. ¢ is ex. 
pressed in cost of shipping, 5 in kilometers or miles. Let nV be the “greatest! 
distance to which a good has to be sold in order to make its production 
profitable” (p. 73). 

The nV of the smallest market area around the settlement A, which coin. 


Tue TEN SMALLEST PossiBLE Economic AREAS 


Area n b nV 

1 3 aV/3 a 

2 4 a/4 a 

3 7 
4 9 a/o 
5 12 av/12 2a 

6 13 av/13 
7 16 av/16 2a 

8 19 aV/19 
9 21 ay/21 
10 25 a/7 


From: Lésch, Raumliche Ordnung, p. 76. 
Legend —n: number of settlements which are fully supplied. The supplying town is included 
Partially supplied towns are consolidated into whole towns. ; 
b: distance of supplying towns=distance of the centers of the areas= diameter 0! 
the inscribed circle. ; 
nV: “notwendige Versendungsweite” =distance from supplier to the farthest stil 
necessary customer. 
a: distance between the original settlements. 


* These ideas are worked out in greater detail in “The Nature of Economic Regions, 
South. Econ. Jour., Vol. V, pp. 71-78. See particularly the graphs presented there which at 
identical with some of the graphs in the Raumliche Ordnung. Here Dr. Lésch discusses #4 
the consequences of the relation of his assumptions in great detail. 

‘There is an ambiguity in this formulation. nV should probably be the least distance,» 
the farthest, as the German expressly states. 
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cides with the small town B, is equal to a, the distance between the smallest 
settlements. But B, supplies fully only two settlements besides itself. For the 
next two larger areas, nV is still equal to a, but the areas are rotated around 
A. in such a way that each supplies partly or wholly seven settlements. The 
border of the second area will go through all six settlements immediately sur- 
rounding A,, the border of the third area runs through open fields. (Cf. the 
accompanying graph.) From the table it appears that “the distance between 
two enterprises of the same kind is equal to the distance of the supplied set- 


‘lements times the square root of their number” (6 = a\/n) (p. 75). 


The ten smallest economic regions around A, = B,.* 


‘“Sectors with many towns are hatched. Alternative centers are bracketed. The original 
‘ettlements are indicated by simple points. The encircled points are centers Samana 
areas.” Lisch, Raéumliche Ordnung, p. 75. 


| The various nets for the different commodities will have at least one point 
in common. Here a metropolis will arise. Then “the nets are turned around this 
center in such a way that we get six sectors with many, and six with few 
locations of production. When ordered in this way, the number of locations 
coinciding in one place is greatest. .. . The sum of the minimum distances of 
the industrial locations is smallest, and therefore not only transport [cost] 
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but also transport lines are minimized” (p. 81), The facts conform to the 
theoretical expectations to a surprising degree.° 

Lésch’s approach explains among other things the distribution of small an 
large towns, the average distance between small towns being less than thai 
for larger towns.® It explains further the behavior of prices in space which js 
of special interest to the theory of international trade. The metropolis will have 
the lowest prices; with increasing distance from this center prices will firs 
rise, then fall and then rise again. For this reason Lésch objects to the us 
of a price level for the country as a whole. “The dispersion around such a 
mean is too great” (p. 83). It would be difficult to quarrel with this con- 
clusion. The significance of Lésch’s approach for the purchasing power parity 
theory is obvious.” 


II 


Before examining critically Lésch’s ideas on the nature of economic regions, 
I shall briefly summarize his discussion of the general equilibrium of location 
(Allgemeine Standortgleichungen) which he treats at the end of the first 
part of his book. He divides the problem of spatial equilibrium into (1) the 
location of industrial production; (2) the location of agricultural production; 
and (3) the relation of those locations to each other. His assumptions here are 
identical with the assumptions from which he derives the form of the economic 
regions. The first equilibrium condition is, then, that there be no abnormal 
profits. This condition implies first, that the area served by each individual 
firm is as small as possible. For, if the area served by it is too large, the firm 
will make profits, inducing other firms to enter the market and thereby re- 
ducing the area served by the existing firm. This process will stop with the 
competitive elimination of profits. The no-profit condition implies, secondly, 
that no areas exist which are not served by at least one firm. This follows 
from the assumption of competition and the even distribution of population. 
Hence the existence of untapped “corners” would either induce existing firms 
to expand or additional firms to enter the business. The borders of the in- 
dividual market areas are given by indifference lines such that price f.0.b. 


* Compare the picture for Indianapolis reproduced in the Southern Economic Journal 
Lésch gives a similar picture for Toledo in his book. It is no objection that both cities lie 
in a plain with characteristics favorable to Lésch’s theory. 


* Compare the frequency distributions for the distances of towns of 300-1,000, 1,000-4,000, 
and 4,000-20,000 inhabitants in Iowa given in the Southern Economic Journal. At a later 
point in his book Lésch compares his results with those reached by Singer with which the) 
agree. (H. W. Singer, “The ‘Courbes des Populations’, A Parallel to Pareto’s Law,” Econ 
Jour., Vol. XLVI [June, 1936], pp. 254-63.) Lésch concludes that “distances increase wit! 
the size of towns, that for each size a characteristic distance exists which can be described 
by a frequency curve” (p. 287). 

"The rest of this section is filled with a detailed elaboration of the principles outline¢, 
discussing such problems as price differences, dumping, freight rate changes, political fron- 
tiers and effects of their changes. Lésch concludes that a decrease in freight rates wil 
increase the possible economic area over which a firm will sell, but that it will probabl} 
decrease the actual one. His discussion of boundary phenomena, though highly original an¢ 
significant, was excluded from consideration here as a comparatively minor point. 
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plus freight rate times distance is the same for a particular consumer no matter 
from which neighboring factory he buys. Mutatis mutandis the same equa- 
tions are valid for the locations of consumption. The best locations for con- 
sumers and for producers are different. “The best location of industrial pro- 
duction and consumption would be a giant city; the best location of the pro- 
duction and consumption of agricultural commodities would be an even dis- 
tribution [in the plain]” (p. 62). 

Lésch concludes therefore that competition will maximize the total number 
of independents, and that the condition of maximum profits, which under 
pure competition equal zero profits, is practically equivalent to the other 
condition that total demand be maximized. This presumably means that, 
with the location pattern defined by the equilibrium conditions, total satisfied 
demand would be greater than with any other location pattern. It is pre- 
sumably the general way of saying that a hexagon is the most efficient market 
area. From the reasoning it can be seen that these conditions are not ad- 
ditional to the no-profit condition but are rather the spatial implications of 
the equilibrium conditions ordinarily discussed in non-spatial economics. 

Yet “the maximization of the total number of independents” does not seem 
to be a particularly happy concept. The maximum number of firms is simply 
equivalent to that number of firms which will eliminate profits. But this num- 
ber is not determinate. If constant cost at the location of the firm is assumed, 
there will perhaps be a maximum size to the firm since the price of the product 
rises, and sales fall, with increasing distance from the location of production. 
On the other hand, ther€-would be no minimum size under these conditions. 
The maximum number of firms seems to remain an unclear concept. 

Neither do spatial considerations remove the difficulties which beset Cham- 
berlin’s tangency solution under conditions of monopolistic competition.* 
Lésch mentions these difficulties in one place without, however, recognizing 
their ramifications. Yet these difficulties have to be considered in a theoretical 
structure which depends entirely on this very tangency solution. 

The same difficulties arise in a somewhat different form when Lésch’s im- 
pressive structure of hexagons, nets of hexagons, and economic regions is con- 
sidered. The validity of his theory rests on his ability to determine success- 
fully the size of the original hexagons. When constant cost at the location is 
assumed, the same objections are valid which have just been raised in con- 
nection with the maximization of the number of independents. Under such 
conditions there is nothing which can prevent the demand curve from being 
shifted to the left indefinitely. 

‘But the difficulties do not disappear altogether even when the assumption 
0 constant cost is dropped, and even if it is assumed that firms producing a 


*See R. Triffin, Monopolistic Competition and General Equilibrium Theory (Cambridge, 
Harvard Univ. Press, 1940), pp. 78 ff. Also Professor Chamberlin’s discussion with N. 
Kaldor E H. Chamberlin, “Monopolistic or Imperfect Competition?” Quart. Jour. of 
Econ., Vol. LI (Aug. 1937), pp. 557-80; N. Kaldor, “Professor Chamberlin on Monopo- 
ustic and Imperfect Competition,” Quart. Jour. of Econ., Vol. LII (May, 1938), pp. 513- 
‘9; E. H. Chamberlin, “Reply,” Quart. Jour. of Econ., Vol. LII (May, 1938), pp. 530- 
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particular commodity have a determinate optimum size. In his argument, 
Lésch approaches equilibrium from a situation in which there are too fey 
firms. In this situation more and more firms, located between the already exis. 
ing firms, will enter the market until profits are eliminated. Assume, however, 
that equilibrium is approached from the opposite situation in which we hay 
too many firms, all of optimum size, whose market areas overlap. Then there 
exists no way of determining which of the firms will be eliminated. 

The difficulty really seems to be that, while the pattern of locations itself 
and the relation of the market areas to each other is determinate, the location 
of the whole pattern in the plain remains indeterminate. Like Archimedes, 
who needed a fixed point to stand on to raise the world, Lésch needs one fixed 
location around which the pattern of hexagons and nets of hexagons can 
develop. One original location has to be given, and Lésch does not indicate 
how it can be found. Accident, or historical or geographic facts might de- 
termine this original location of production. In the absence of such factors it 
is difficult to see what the exact position of the hexagonal pattern in the 
plain will be, exactly which point all the various nets of hexagons will have 
in common, exactly where the metropolis will arise.° 


Ill 


Of the many problems which Lésch discusses in his third main division, 
I shall consider here only what he has to say, first, about the theory of com- 
parative cost, and, second, about the transfer problem. 

Comparative cost. The principle of comparative cost can, according to 
Lésch, be applied only to the choice of an occupation by an individual. For 
reasons of exposition, Lésch nevertheless starts with two countries. His solu- 
tion for more than two commodities is the same as that given by Haberler.” 
Unfortunately, Lésch does not state simply that the dividing line between 
the goods which will be imported and those which will be exported will be 
determined by reciprocal demand or the equilibration of the balance of pay- 
ments. He talks of a “principle of the fair balancing of the balance of pay- 
ments” (p. 148, my italics). What is meant by this remains unclear despite 
a reference to a later page. Lésch may simply mean “automatic.”’ When the 
two trading parties belong to the same currency system the loss of purchasing 
power by the one is automatically the gain of the other. Not so when there 
is a difference in the currency systems. “Only with different currency systems 
is the principle of the fair balancing of the balance of payments an ordering 
force” (p. 200). Despite this principle, Lésch’s first result is no different from 
that reached by Haberler, Ohlin, or Viner: “The principle of comparative cost 
is valid between two countries; but a comparison of costs between only those 
two countries is insufficient to determine in which direction and with what 
probability [sic/] they will trade with each other. The exchange rate and the 


* This comment is intended less as a criticism of Lésch’s theory than as a reminder of the 
limitations of any location theory. 


* G. Haberler, The Theory of International Trade (London, Hodge, 1936), p. 138. 
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other countries interrupt the system in such a way that we can say a priori only 
that the order of the goods according to their advantage may be pierced 
‘durchléchert | but not changed” (p. 150). 

" Lésch’s main criticisms of the comparative cost theory is that the classical 
theory has treated countries as points with no extension, or at best as small 
islands. As Lésch’s analysis shows, there will be considerable differences of cost 
and demand conditions within a country. Therefore, Lésch concludes that “abso- 
lute prices and comparative advantages will be everywhere different” (p. 165). 
Furthermore, price movements vary locally and have little respect for national 
boundaries. Consequently, the same commodity may be imported and ex- 
ported in the same country, From the equilibrium condition that the number 
of independents be maximized, it follows, furthermore, that a good will be pro- 
duced in as many locations as possible. 

Lisch’s first criticism that the comparative cost theory has neglected 
spatial extension must be accepted. But it is difficult to see why this is such 
a devastating criticism as Lésch implies. Haberler has shown that the classical 
approach anc Ohlin’s approach are reconcilable. The neo-classical formula- 
tion of Ohlin and Haberler and that of Lésch are similarly reconcilable with 
each other. Fetter, Haberler and Viner, to name only a few, have always in- 
sisted on such facts as that commodities may be simultaneously imported and 
exported, and that a whole range of commodities may be traded only domesti- 
cally, Ohlin’s whole attempt to substitute economic regions for countries lies 
in the same direction as Lésch’s. The contribution of Lésch lies, I believe, 
mainly in a more precise and meaningful formulation of the concept of economic 
regions. 

This point can be made clearer by reproducing a criticism specifically 
directed at Ohlin: “According to Ohlin, a country will specialize in such 
goods in the production of which factors of production are used which are 
relatively abundant. But the regionally different scarcity of factors is neither 
a necessary nor a sufficient condition for trade, as can be seen from our model 
of economic regions, in which trade will occur in spite of an even distribution 
{ productive factors. .. . Ohlin overemphasizes the supply side in a one-sided 
manner as if the demand side were less important” (p. 166). 

This, I believe, is an unintended misrepresentation of Ohlin’s position and, 
in general, of the most recent formulations of the theory of international 
trade. In fact, neither has neglected the demand side. I refer to Leontief’s 
article’ in which he shows that even with the same substitution curves, trade 
between two countries will occur if the indifference maps are different, and 
tice versa, that different substitution curves may be offset by the shape of the 
indiiference maps. 
| Furthermore, “relative scarcity of factors” has at least two different mean- 
ings: scarcity relative to demand, and scarcity relative to the factor propor- 
tions in the other countries. The valid objection that it is difficult if not 
impossible to tell which factors are relatively scarce when more than two 


a! W Leontief, “The Use of Indifference Curves in International Trade,” Quart. Jour. 
f Econ., Vol. XLVII (May, 1933), pp. 493-503. 
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factors are assumed” is not raised by Lésch. Ohlin also points out that large 
scale production and historical accident may determine the production of ; 
region which otherwise has no special advantage. At most, Ohlin may be a. 
cused of assuming his regions while Lésch derives them.** When all thes 
points are considered, it seems fair to say that Lésch has provided in his gen. 
eral location theory a much more subtle and powerful solution. His theory 
is, however, despite his disavowals a legitimate offspring of a proud ancestry 
from Ricardo downward. But then, as Professor Schumpeter has often re 
marked, it is a matter of taste whether one speaks of a refutation of a theory 
or of its correct formulation. 

The transfer problem. The first point which Lésch works out in detail js 
that when purchasing power is transferred from person to person, or from 
place to place, the effect will not be simple price level changes or shifts in 
the demand curves. The paying and the receiving localities will become 
centers of price waves which will propagate themselves in all directions with 
diminishing intensity. In the receiving place prices will rise; hence money 
will be spent outside of it where prices will be affected to a smaller degree. 
Mutatis mutandis the same will happen in the paying center. These price 
waves are, in a sense, the spatial counterpart of the diminishing rounds of a 
dynamic multiplier, from which they have, however, to be distinguished. 
The price waves will advance with diminishing intensity, first, becaus 
purchases tend to fall with increasing distance and, hence, prices will be les 
and less affected; and, second, because the change in purchasing power wi! 
be increasingly absorbed with each further transaction. “The area of the 
districts between which the real transfer will take place does not coincide 
completely with the regions in which purchasing power has decreased or 
increased. . . . The real transfer takes place between sub-regions |Teil- 
gebieten] of the area in which purchasing power has fallen and sub-regions 
of the area in which it has risen” (p. 182; italics in the original). 

In the real world, the price waves need not propagate themselves smoothly 
and continuously. Jumps may and will occur when, for example, goods 
wanted cannot be procured except at a distance. This modification of Lisch’s 
scheme is, however, easily made, although he himself does not consider the 
problem. 

When two currencies are assumed and credit creation occurs, the transier 
will occur according to Lésch in the following steps: First, there will be 8 
temporary transfer consisting of (a) the original price change due to the 
shift of purchasing power, (b) an additional price change due to cred! 
creation, (c) an immediate partial transfer in goods, and (d) an “eatly 
total transfer.” Second, since the price waves which started at the paying 
and receiving center are still under way, there will be a “final” transiet 


*See J. R. Hicks, “Distribution and Economic Progress: A Revised Version,” Rev. 
Econ. Stud., Vol. IV (Oct., 1936), pp. 1-12. Also W. F. Stolper and P. A. Samuelson 
“Protection and Real Wages,” Rev. of Econ. Stud., Vol. IX (Nov., 1941), pp. 58-73. 

*“Tn reality, little more than words were changed: interregional trade was added t 
international trade. What was true for a country was now also valid for the region. But the 
structure of such an economic region was not investigated” (p. 65). 
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when these price waves meet. And, third, there will be a “kickback” 
(Riickstoss) since the transfer would otherwise occur twice. I omit Lésch’s 
discussion of the effects of differences of the currency systems. 

The difference between Lésch’s and the more usual view is, according to 
Lisch, that the older transfer theories, whether of the Keynesian or Ohlin 
type, confused the temporary with the final transfer. “For the final transfer 
the shift in purchasing power is indeed sufficient though it will as a rule 
lead to a first price change even when the creditors buy exactly what the 
debtors would otherwise have bought” (p. 201). And “Even when the 
general price level changes, the international transfer takes place near the 
border. The intra-national transfer between the border region and the 
interior has to be added” (p. 202). 

Lésch’s discussion of the transfer problem is unfortunately not always 
clear, The difference between the “early total transfer” and the “final 
transfer” remains unclear in the short paragraphs which Lésch devotes to 
their discussion. The exact difference between the “total transfer” and the 
kickback is even less clear. Lésch’s position seems again to be essentially a 
more subtle formulation of the Ricardian approach. Like Ricardo, according 
to whom gold will return to the paying country after it has made the real 
transfer of a unique capital movement possible, Lésch has a kickback in his 
example in a form similar to Ricardo’s. Part of the kickback will be in gold, 
part in commodities. As with Ricardo, it is the final transfer which is 
essential, while the temporary transfer (in gold) and the kickback (the 
return of the gold) are merely technical complications of developed monetary 
systems. The significance of Lésch’s contribution lies rather in showing that 
even a general fall in the price level, say, through a raising of the discount 
rate, will lead to a transfer first at the border region, and gradually to a re- 
adjustment throughout a larger area. “Since the central bank cannot wait 
until the wave of purchasing power reaches the border, it anticipates the 
relevant effects by changes in the discount rate. These effects are in both 
cases identical: as a rule goods flow from the border regions of one country 
into those of the other” (p. 201). The direction of the intra-national transfer 
itself is from the border region into the interior. 

Losch’s reasoning can be equally applied to the case of reparation payments 
and to that of capital movements in general, In the case of reparation 
payments which are collected by a tax, the whole country would be deprived 
of purchasing power more or less evenly. Nevertheless the receiver would 
tend to spend the money nearest his place of consumption, i.¢., as near the 
border as possible. This would tend to raise prices there and would originate 
Price waves which would then move into the interior with diminishing 
intensity. The same would hold in the case of capital movements financed by 
credit creation. It is possible in all cases that prices within the same country 
move in opposite directions. 


IV 


The main contribution of Lésch’s book—and it is a significant one—lies 
its detailed examination of the location problem and its application to 


In 
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the theory of international trade. In this, Lésch is a subtle and powerful 
analyst, and it is to be hoped that his contributions will be made availabje 
in English in the not too distant future. It is harder to admit that his 
contributions are in such striking contrast to everything which up till now has 
gone under the heading of international trade theory. His attacks are a 
times unjust and rest here and there on misunderstandings. His agnostic 
attitude toward both utility and indifference analysis has unfortunately lead 
him to avoid explicitly the classical problem of the gain from trade a; 
insoluble. But neither his unjust attacks, nor his expressed liking for 
Hegelian philosophy, nor other hardly relevant statements of a philosophical 
nature’* for which this reviewer has no use, touch the core of his contribu. 
tions. His philosophical statements are apt to irritate the reader and to 
draw his attention away from the main arguments, Even with all these 
shortcomings the book deserves a place on a shelf with Taussig, Haberler, 
Ohlin, and Viner. 
W. F. 
Swarthmore College 


Studies in the National Income, 1924-1938. Edited by A. L. Bow ev. Nat. 
Inst. of Econ. and Soc. Research. Econ. and soc. stud. I. (Cambridge: 
Univ. Press. New York: Macmillan. 1942. Pp, ix, 255. $3.50.) 


A thorough-going study of national income would provide, to begin with, an 
estimate of the value of the economy’s end-product by means of all available 
methods. The aggregate would be obtained by the summation of production or 
of expenditures, by the combination of income payments or of income receipts; 
and these various estimates of the national product would be compared and 
reconciled as well as possible with one another and with corresponding esti- 
mates prepared by other statisticians. 

Significant breakdowns of the aggregate also would be prepared in a com- 
plete description of the national product. Each of the estimates would be made 
to yield a valuable set of components: the production data would be classified, 
for example, by industry—farming, manufacturing, service, etc.; the statistics 
on income payments would show separately wages, salaries, rents, interest, and 
so on; income receipts would be distributed by size of income; expenditures 
would be classified by character of goods purchased—-food, clothing, durable 
goods, services. And all the various quantities, aggregates and sub-aggregates, 
would be expressed as far as possible both in monetary terms and in physical 
terms, would be given for a reasonable long series of time-periods, and would 
be accompanied by margins of error. 

Such a comprehensive and articulated structure of quantitative estimates 
the first goal of every organization working in the field of national income, has 
not yet been reached in any country. The National Institute of Economic and 
Social Research has been able to take only a step toward it in this report 
the British national income for the period 1924-1938. 


“For example: “It is impossible to understand fully the Swabian economy without 
understanding of Swabian philosophy” (p. 125). Examples could be multiplied. 
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The volume, edited and largely written by Professor Bowley, presents an 
interim report on a large investigation conducted under his direction at the 
Institute. It is the result of the labors not only of Bowley but also of Messrs. 
Booker, Campion, Devons, Elsas and Neuman and of Misses Dessauer and 
Marley, at the Institute; and draws upon the published work of other Britisn 
statisticians, notably Flux, Feavearyear, Rhodes, Stamp and Stone. Like many 
other scientific investigations, the study was interrupted by the war. The 
present report is therefore unfinished and consists essentially of a series of 
more or less rough notes (some previously published), put together by Bowley 
in amazingly little space, on some of the main aspects of the study. The text 
bears the marks of haste, It is hard reading. 

Only the close reader will be able to detect the outlines of the structure the 
National Institute was in the process of building; but all will appreciate Pro- 
fessor Bowley’s courage in publishing the report at the present time, uneven 
and incomplete as it is. Anyone interested in economic trends in Britain during 
1924-1938 will find this report useful. And the student will find something 
to learn—and something to quarrel with—in the elaboration of methods, the 
dexterous statistical manipulations, and the frank discussion of discrepancies 
and probable errors. 

The primary estimates of national income offered in the volume are derived 
essentially by a combination of the payments and receipts methods, following 
very closely the procedure worked out by Bowley and Stamp in The National 
Income, 1924 (1927). The main categories include incomes reported to the 
income-tax authorities (£2,194 million in 1924), wages and earnings below the 
| exemption limit of £150 per annum (£1,790 million), small and other exempt 
property-income (£135 million), and pensions, employers’ contributions and 
sundry incomes (£154 million), yielding a grand total (called “aggregate in- 
come” in the 1927 report of Bowley and Stamp) of £4,273 million. From this 
are subtracted transfers; namely, income due to foreigners and national debt 
interest, leaving £3,887 million as the national income in 1924. 

This figure is compared with the original Bowley-Stamp estimate for 1924; 
and the corresponding 1938 figure, £4,362 million, with the official figure pub- 
lished in the well-known White Paper on the sources of war finance (Cmd. 
6261). The differences (less than 2 per cent in both cases) are found to be 
partly due to definition and partly to different judgments where the data are 
incomplete. Comparisons are further made with Flux’s measure of 1924 na- 
tonal income based on the summation of production (the “Census of Pro- 
suction Method,” in Bowley’s terminology), and Feavearyear’s estimate of 
national expenditure in 1924-27. The differences are somewhat greater, but 
"hen appropriate adjustments are made for definition, the various methods 
ol approach give results which agree within 5 per cent of one another. 

Uwing to the dearth of British statistics, the national income aggregates, as 
well as the alternative estimates with which they are compared, include some 
categories the figures for which are very rough. Indeed, a considerable amount 
. plain guessing is needed to fill in some of the categories and thus arrive at 
he desired totals. The items specially subject to revision, for this and other 
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reasons, are indicated in the tables. These items add up to £644 million ip 
1924, equal to one-sixth of the national income total. Naturally, no detail 
as to components of these categories can be given, But very little in the way 
of breakdowns is given even for the major categories. 

Thus, the industrial distribution of wages and salaries is presented for 193) 
alone, while no industrial breakdown is given for property income. Except jar 
the indexes of output and related quantities for three Census years (discussed 
below), there is nothing at all comparable with the detailed industrial distri. 
butions to which American readers have become accustomed, One reason is, 
again, lack of statistics such as are available in this country, and presumably 
lack of time in which to utilize what does exist. Perhaps another explanation 
may simply be lack of interest in the breakdowns. 

Indexes of output and related indexes of productivity, prices, etc., are de- 
rived from Census data for mining, construction, public utilities and manv- 
facturing, for 1924, 1930 and 1935. The preparation and discussion of these 
indexes will interest American readers familiar with Professor Mills’s use of 
the Census of Manufactures in this country to measure these variables. The 
results obtained by application of the Paasche as compared with the Laspeyres 
formula, the differences attendant upon alternative assumptions concerning 
“coverage adjustments,” contrasts between indexes computed with gross value 
weights and with “value added” weights, comparisons of indexes of prices 
derived from the Censuses and indexes based on quoted market prices—these 
comparisons are presented and discussed at some length. 

It is interesting to note, for example, that an index derived from the Census 
shows a drop of 32 per cent in material prices between 1924 and 1935, while 
the Board of Trade index indicates a fall of 37 per cent, and the Statist index, 
one of 39 per cent. The index of physical output for 1935 (1930 = 100), 
derived by methods varying in the several respects mentioned, ranges from 
114 to 123, and Bowley accepts 119 as the probable figure. 

The most interesting discussion centers about the direct derivation of an 
index of the real national income for 1924-1938. An index of the real national 
income may be obtained directly by one of two methods: (1) Indexes of the 
physical volume of goods and services delivered to or used by ultimate con- 
sumers, and indexes of the increment in the nation’s capital stock (including 
some “physical” measure of the net balance of international indebtedness), 
may be combined, using as the weights the value of each component in the 
chosen weight-base period. (2) As an alternative, indexes of the net physica 
output of each industry (including government, trade, etc.) may be combined 
using as the weights the net value added by each industry. 

Bowley’s method is ostensibly the former, though the figures and categories 
he actually employs are more closely related to the latter method. For his 
index is prepared by combining an annual index of physical output computed 
for what amounts to the Census industrial area, with corresponding indexes, 
of lesser reliability, for agriculture, government, housing, services, étc., each 
weighted by the net value added in the area to which the index relates. The 
increasing advantage derived from foreign trade, measured by an index 0! the 
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erms of trade (the ratio of export to import prices), is also given weight in the 
mputation of the index of real national income; and account is taken as well 
of the changing importance of goods subject to customs and excise taxes. The 
treatment of customs and excise takes up most of the space in the technical 
discussion, and involves some rather strong assumptions, but it has little effect 
on the results. On the other hand, the inclusion of changing terms of trade has 
an appreciable influence on the final index because the ratio of export to im- 
port prices rose some 20 per cent between 1924 and 1935, and because foreign 
trade is important in British industry. 

Too much cannot be said for the index of real national income so derived. If 
the index is considered as reflecting the weighted average changes in the net 
physical output of various British industries (following the second method 
mentioned in the preceding paragraph), as it must be in view of its construc- 
tion, it is defective on several counts. The indexes of output for “industry,” 
agriculture, and government products are really indexes of gross physical out- 
put rather than net physical output (despite the use of “value added” weights 
in their construction). The index of the services rendered by real estate merely 
reflects changes in the number of dwelling-houses in existence. The error in- 
volved in failing to take account of factories, farms, service buildings, etc., is 
I suppose, in a direction contrary to that noted in the preceding sentence, but 
these errors can hardly be said to offset one another. 

As for the service industries (i.e., all other than those already mentioned), 

hich account for half the national income, the index of net output is simply 
the index of number of persons employed in them, with this number estimated 
by subtracting employment in other industries from total employment. (An 
arbitrary estimate of unemployment is also involved.) Finally, the index of the 
barter terms of trade does not, of course, reflect the changing price relations 
among the ‘‘invisible” portions of foreign trade. 

Most of the deficiencies resulting from the use of these indexes are recog- 
nized and discussed by Bowley, and his final 1938 index (1924 = 100) is 
stated as 124 + 6. Yet he considers the extreme limits to be improbable and 
the central figure of 124 to be a reasonable approximation. As a matter of fact, 
Bowley’s direct measure of real national income agrees fairly well with one 
derived by deflating the British national income by the British cost of living 
index, as he shows. But this moderate agreement would appear to be more 
4 matter of coincidence than a reflection of the accuracy of the two meas- 
ures, 

Since the purpose of the report was not to interpret the statistical results— 
- stage of the work was not reached—it is difficult to summarize the 

British economic trends revealed by it. I shall merely cite three indexes of 
change in Britain between 1924 and 1935. Physical output per worker (includ- 
ing administratives) rose 26 per cent in the industrial area covered by the 
Census; real earnings per wage-earner increased by 21 per cent in all industries 
combined; and real national income per capita gained 15 per cent. American 
labor prc oductivity rose about as much as did the British. But the American 

record of real earnings per worker and real national income per capita, whether 
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one takes the period 1924-35 or the period ending with 1937, stands in 
contrast to the British: the American series declined between 1924 and 1935, 
and barely kept their ground from 1925 to 1937. 

The statistical portion of the volume is prefixed by an involved comparison 
of definitions of national income constructed or used by various writers and 
official bodies, and is suffixed by a lengthy bibliography of publications relat. 
ing to national income. The chapter on definitions will do little more for the 
general reader than increase or decrease his respect for the expert. The bibliog. 
raphy is marred by many curious lapses; for exainple, none of the statisticians 
in the U. S. Department of Agriculture are cited among the writers on agricul- 
tural income in the United States. Useful complements, therefore, are the 
bibliographies compiled in the the U. S, Bureau of Agricultural Economics by 
Margaret Olcott, Louise Bercaw, and Helen Hennefrund, and at the U. §. 
Treasury by Isabella Diamond and Wanda Johnson. 

The statistical report constitutes the main body of the volume, and of its 
inclusion in the British national product there can be no question. 

SOLOMON FABRICANT 

National Bureau of Economic Research 


Social Science Principles in the Light of Scientific Method; with Particular 
Reference to Modern Economic Thought. By JosEpH Mayer. (Durham: 
Duke Univ. Press. 1941. Pp. xxii, 573. $4.00.) 


This volume may be divided into three parts. The first is a brief running 
commentary on various writings on scientific methodology, especially the 
essays in Rice’s Methods in Social Science. The second and major part is 4 
criticism of classical and other theories of value. The final section is devoted 
to a presentation of “economic fundamentals” and “critical demonstrations.” 
I shall concentrate attention on the criticisms of the theory of value, with only 
brief attention to the “fundamentals” and none to the brief methodological 
discussion. 

At the outset it is not altogether clear which economic theories are “pseudo- 
scientific,” Professor Mayer’s favorite adjective. Apparently statistical and 
mathematical economics are good (pp. 88, 89) but classical and neoclassical 
economics are not (Preface, p. 131 n.), a distinction I do not understand since 
some of the doctrines he finds most defective were discovered or elaborated by 
mathematical economists. Several chapters are devoted to criticisms of the 
classical labor theory of value, and the general position is of course correct. 
But the critique is much less incisive, accurate, and comprehensive than the 
well-known studies of Cannan, A. C. Whitaker, and Knight, and many details 
are blatantly wrong (e.g., “Land, as a factor, was sometimes mentioned, but 
its influence upon price was held to be nil under the assumed freely operating 
competitive conditions” [p. 109]). But it becomes reasonably clear (PP. 
1447.) that Mayer’s real grievance is that most modern economists still cling 
to classical errors, albeit in more sophisticated forms. 

His general position on the neoclassical theory of costs seems to be as 
follows: The concept of real costs will not serve, because there exists no com 
mon denominator of labor, waiting, monopoly, and other factors influencing 
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prices (which are to be explained by costs). If one waives certain objectionable 
implications of this position, the modern reply is to forget real costs and use 
the alternate cost theory. But this solution is not acceptable to Professor 
Maver. Indeed he likens this theory to an intellectual shell game: if one seeks 
an explanation for the cost of wool in coats, it is the value of wool in blankets; 
if one goes to blankets and repeats the inquiry he is sent to rugs; and so on 
until he is back to coats (pp. 94-96). This circularity charge is obviously 
trivial: the various demands for products using wool, the technologies, and 
the supply functions of wool and other “factors” form a set of mutually 
determining conditions (equations) which lead to determinate prices.’ This 
is well established and one has a right to expect Professor Mayer to meet the 
theory at the level at which it is advanced, not at the level of superficial mis- 
comprehension.? 

The theory of utility is in turn subjected to criticisms, only one sample of 

which will be mentioned here. Since no one would believe a paraphrase, quota- 
tien is necessary: 
If we eat oranges at the rate of one each breakfast, drink coffee at the rate of a cup a 
day,... there is, other things being equal, constant utility between [sic] the successive 
units thus consumed. . . . A uniform rate of consumption spells more or less constant 
utility 

What, then, becomes of the so-called law of diminishing utility or desire? For one thing, 
it is certainly far from being the normal situation in actual economic behavior. The utility 
irve may be either positive or negative in slope, or probably more often, it is zero in 
slope pp. 161 f.). 

-.. demand s¢ hedules, which are virtually always negative in slope [sic], cannot be 
lerived from utility schedules, which, as we have seen, are more often zero in slope... 


If a person with unchanging tastes derives satisfaction at a constant rate with 
respect to time, he will derive satisfaction at a constant rate with respect to 
quantity! I confess also some impatience with a lengthy discussion of utility 
in which there is absolutely no evidence of knowledge of the advances and 
issues in the enormous modern literature on indifference curves. 

The “fundamentals” are a description of our economy and its development. 
The very condensed historical sketch leads up to such a conclusion as that 
“despite vast political, technological, and industrial changes, the economic lot 
of the masses has not been correspondingly bettered, nor has the scholastic 
rationalization of feudal controls been substantially altered” (p. 379) and 
“scientific advance has raised the standard of living for all and under democ- 
tacy has increased the personal freedom and political power of the people” 
p. 380). Cleo is indeed ambiguous. Several chapters review data on the dis- 
tribution of income, capital formation, and similar topics. The choice of the 
Brookings income distribution rather than that of the National Resources 
‘ommittee (which is not mentioned) calls for explanation. (Statisticians, by 
ioe demonstrations are to be found in Walras’s Eléments, Pareto’s Cours or 
wom, Cs mathematical appendix to Marshall’s Principles, etc. Simple numerical illus- 
“stions are given in my Theory of Competitive Price, pp. 103 f., 191 ff. 

_ He “completes the exposure” by lumping together all uses of wool and then asking 
‘or alternative uses (p. 95). Obviously there are none, but neither are there any costs: 
Wool-using industries do not have to bid against industries which do not bid. 
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e way, will appreciate the suggestion: “ ‘Employed income recipients’ might 


be a more accurate designation for the ‘gainful workers’ of the census classif. 
cation” [p. 379 n.].) Factual statements are often incorrect: per capita m. 
tional income in 1933 was not 23 per cent less than in 1900 (p. 398): aj 
rents, profits, etc., do not accrue to the upper 20 per cent of income recipiens 
(p. 399) ; “upward of 40 unproductive billions of actual savings” were no 
ew to finance the stock market boom in the nineteen-twenties (p. 413): 
etc. | 
Armed with his theory and statistics, in the last section Professor Mayer 
indicates how they “may be applied to current attempts at solving important 
modern economic problems” (p. 439). In practice this amounts to a 20-pag 
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rejoinder to A. F. Burns’s brilliant criticism of the Brookings studies and about Par 
55 pages on various reviewers’ reactions to Keynes’s General Theory inter- prise” 
spersed with the author’s opinions. Professor Burns probably remains uncon- adequ 
vinced, as I did, by the defense in terms of unargued denials and of the philos- chapte 
phy that, where we are uncertain, the Brookings figures should be accepted. cludin 
On the other hand, Dr. Moulton may not welcome a defender who disclaims the fo 
any practical significance for the study. On the whole Professor Mayer is effort 
favorable to Keynes because of the latter’s criticisms of the classical economics, analyt 
but exceptions are taken to the treatments of consumption, wage units (with that, 
algebra, pp. 497 ff.), and other points, on a level consonant with the remainder descr 
of the book. Part 
GrorcE J. STIGLER 
New York policy 
to see 
of the 
Economic Analysis and Public Policy. By MAry JEAN BOWMAN and Groxct In the 
LELAND Bacu. (New York: Prentice-Hall. 1943. Pp. xix, 935. $4.50.) of valt 
The appearance of another text for the principles course has not ordinarily to the 
been an occasion either for much comment or much rejoicing. Volumes 0! relate 
this sort have been so numerous, and, for the most part, so conventional earlier 
in organization and content as to evoke little response other than a despairing The 
wish for something fresh and original in conception and execution. Thos busine 
who believe in a substantial introductory course, emphasizing economic wus 
analysis and standing on a somewhat higher intellectual level than the ~ 
ordinary “principles and problems” course, have been particularly limited lat as 
in the choice of suitable texts. The most eligible volumes for a course of this volume 
type are those by Boulding and by Garver and Hansen, but although thee related 
are admirable in many respects, the reviewer has not found them pedagos sadap 
cally well adapted to the capacities of ordinary sophomores. For courses of trade ¢ 
the type just described, the volume by Bowman and Bach impresses the all ere 
reviewer as being the most suitable of any that he has seen. the vo 
Part I, entitled “Laying the Foundations,” includes, among others, chapters engthe 
introducing the student to demand and demand schedules, the combinatio" —— 
of the factors of production, the analysis of cost of production and the dealing 
classification of types of market positions. The chapter on “Consumet ns be 
Demand” contains a brief explanation of the downward slope of demand adie 
curves based upon indifference curve analysis which strikes the reviewer * Was 
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more intelligible to ordinary sophomores than any similar treatment which 
he has seen. Part II, on “The Equilibrium of the Firm,” is a very careful, 
clear and complete development of the marginal analysis, both from the 
viewpoint of the hire of the factors of production and of the sale of the 
finished product. Part III deals with purely competitive market adjustments 
in both the long and short run, while Part IV provides a similar treatment 
of monopolistic and monopsonistic markets. The latter section concludes 
with a very good chapter entitled “A Philosophic Intrusion: Individualism 
and the Economy,” which draws together the results and implications of the 
preceding analysis. 

~ Parts V and VI on “Market Control and Public Policy in American Enter- 
prise” and “Labor Organization and Labor Markets” are well done and are 
adequate in scope for a volume of this type. The long and quite satisfactory 
chapter entitled “Agriculture: A Case Study,” although comprising the con- 
cluding section of the volume, might well be taken up in connection with 
the foregoing topics. These three sections are distinguished by a systematic 
effort to build the discussion of the topics in question upon the preceding 
analytical sections, while at the same time not losing sight of the precept 
that, rightly understood, economic theory is a tool of analysis rather than a 
description of reality. 

Part VII, on the personal distribution of income, contains chapters on the 
statistical aspects of the subject, the sources of personal incomes and public 
policy with respect to income distribution. The reviewer would have liked 
to see a more extended treatment of the sources of incomes, including more 
i the material found in the traditional treatment of functional distribution. 
In the present volume, functional distribution is integrated with the discussion 
of value in the earlier sections, a treatment which is superior in many respects 
to the traditional separation of these topics, but it would have been well to 
relate the discussion of the sources of personal incomes more definitely to the 
earlier theoretical sections. 

The remaining four sections deal, respectively, with money and banking, 
business cycles, public finance and international trade. The section on public 
inance is entirely adequate and is notable for the treatment of the incidence 
oi various kinds of taxes. The other three sections, however, while good so 
‘at as they go, are much too brief and sketchy to give a good balance to the 
volume. The first seven sections dealing with the theory of value and 
related institutional material are given 576 pages, whereas money and bank- 
ing are given approximately 75 pages, and business cycles and international 
trade each 50 pages. To treat these topics with a degree of thoroughness at 
ai comparable to that given the theory of value in the earlier sections of 
‘he volume would require at least 250 or 300 additional pages. This would 
engthen the work to about 1200 pages, or two average size volumes. The 
generally ‘high quality of the present volume, especially of the portions 
cealing with the theory of value, leads the reviewer to hope that the authors 
my be prevailed upon ultimately to undertake the task of enlargement along 
the lines suggested. 

ROBERT W. HARBESON 
Washington, D.C. 
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Economic History 


The American Spirit: A Study of the Idea of Civilization in the United State: 
Vol. IV. The Rise of American Civilization. By Cares A. Bearp anj 
Mary R. Bearp. (New York: Macmillan. 1942. Pp. 696. $5.00.) 


As the values of democracy are put to the supreme test of war, there js 
more than ever an earnest call for a clear understanding of the course and 
prospects of the American society. This call the Beards have attempted to 
answer in The American Spirit: A Study of the Idea of Civilization in the 
United States. Their book is in effect a restatement of the thesis of the 
extremely popular The Rise of American Civilization (1927) and its supple 
ment, America in Midpassage (1939). But where the earlier volumes dealt 
with the “outward aspects” of our history, this volume represents an effort to 
grasp the essential intellectual and moral spirit of the American civilization. 

The key to this spirit is “the idea of civilization” which is peculiarly char- 
acteristic of America. And what is this “‘idea’’? It is that Americans conceive 
their history as a continuing struggle “for individual and social perfection— 
for the good, the true, the beautiful”; that they are inherently and peculiarly 
devoted to the Christian principle of association and collectivism; and that 
they have the mission of clearing the path of progress for all men. In all 
these ways American history has been unique and will continue to be unique 
(pp. 672-73). 

But what has prevented Americans from clearly grasping their true destiny? 
First, it was the unfortunate notion of individualism that sought to frustrate 
the material expression of the social principle; that is, great business and 
industry, trusts and combines. The efforts of the individualists were “im- 
mense, continuous, and dogged, but their historical course was marked by an 
endless chain of failures. For every device which populists could invent, cor- 
porate ingenuity was more than equal and from decade to decade the integra- 
tion of corporate enterprise kept up its march into the unity of national 
economy” (p. 386). 

Then it was the “foreign” spirit, the visiting writers who sneered at our civ- 
ilization, the agents who exploited immigrant groups, the Americans that 
looked to Europe for inspiration. But above all, it was the influence of British 
individualist economics imported by the academicians. This abstract an¢ 
“false” science has deflected the people from fully appreciating their ow 
historic and peculiar conditions, and has tempted them to think in terms of 
empty universals such as “the economic man, land, capital, rent, interes. 
anu labor.” The academicians began to think of America as just another 
economic society. The “theoretical constructs” of the classical school “fitted 
into the world image of both communism and general internationalism. ve 
Economic conditions, promoters of these ideas could say, are becoming the 
same all over the earth’s surface and the proletarians or the whole people, a 
the case may be, are being made ready by this course of affairs for ‘free 
trade, for ‘free and equal’ access to raw materials, for the world society 
which the nations are to be merged by unification or federation. . . - While 
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the abstractions of economics were useful for every type of internationalist 
propaganda, they were particularly serviceable to those internationalists who 
indulged in the . . . business of planning world orders for the American 
people to put into effect by their support, with arms if necessary.” With de- 
tailed maps and charts of resources and goods, their distribution and alloca- 
tion, “world planners could work out new patterns showing just how peoples 
and things were to be arranged to bring prosperity, the four freedoms, security, 
and peace to everybody, everywhere—peace to be maintained under policing 
if necessary” (pp. 543-47). 

Although this view might appear to be novel and contrary to the position 
of the authors as generally understood, it is in fact of a piece with all the 
work of Charles A. Beard from the very beginning. All his work has been 
inspired throughout by the great traditions of Hamilton, Webster, and Clay, 
the traditions of “the American System,” with its hostility to the policies 
ff a Jacksonian democracy. It is this that runs through the books that have 
established his fame. 

Whereas his An Economic Interpretation of the Constitution (1913) was 
accepted as a radical social critique of the economic forces that wrote the 
Constitution, his Supreme Court and the Constitution (1912), written shortly 
before, made it amply clear that the author held these forces to represent the 
true interes ts of progress. He argued that it was the radical “populist” phi- 
losophy of Jefferson with his distrust of government that led to the estab- 
lishment of the weak and inefficient instrument of government of the Articles 
of Confederation. “The solid, conservative, commercial and financial interests 
of the country . . . made desperate by the imbecilities of the Confederation 
and harried by state legislatures, roused themselves from their lethargy, drew 
together in a mighty effort to establish a government . . . strong enough to pay 
the national debt, regulate interstate and foreign commerce, provide for na- 
tional defense, prevent fluctuations in the currency created by paper emissions, 
and control the propensities of legislative majorities to attack private rights.” 

The proper view of our government, added Professor Beard, was that pre- 
sented in Joseph Choate’s “moving argument” that the Supreme Court void 
the income tax acts: “The preservation of the rights of private property 

. Was the very keystone of the arch upon which all civilized government 
rests, and... this once abandoned, everything was at stake and danger. . . 
lf it be true . . . that a mighty army of sixty millions is likely to be in- 
censed by this decision, it is the more vital to the future welfare of this 
country, that this court again . . . courageously declare, as Marshall did, 
that it has the power to set aside an act of Congress violative of the Con- 
tite itution, and that it will not hesitate in executing that power, no matter 
what the threatened consequences of popular or populistic wrath may be” 
pp. 75-76, 111-12). 

In those early days of Wilson’s “New Freedom” Professor Beard, resort- 
ing to a crude fatalistic materialism, denounced the “small fellows” who, 
through a nostalgic appeal to outworn Jeffersonianism, would stay the wheel 
of industrial and social progress; now he would check the internationalists, 
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the do-gooders, spokesmen for the Four Freedoms, the proletarians, as wel] x 
the small business men, all of whom he feels would destroy great enterprise 


and impoverish the American economy. 


His present method is no longer an “economic determinism” but an apps. 
ently contrary doctrine—ethical and Christian socialism. The interesting thing 
is that the “new” development actually goes back to his student days. It will be 
recalled that Professor Beard with a fellow American founded Ruskin College 


for labor education at Oxford in 1899. The broad concept of “social justice’ 


enables the Beards to claim as their own Jefferson, Paine, and other great 
names in the tradition of American democracy, which is not a mean advantag 


today. 

Whereas, earlier, Beard approved large scale corporate enterprise on the 
ground of economic necessity, he justifies it in the present work also on the 
ground that its inherent associative operations are generating the social ethics 
that will cleanse it of evil. As a case in point, consider his admiration of the 
Hamiltonian “factory system” with its corporate enterprise and “paternalistic” 
managers. He presents a eulogy of the factory system through a selected set of 
quotations from the works of Carroll D. Wright. Is it true, as individualist 
assumed, that the factory system represented “aggregations of owners driven 
by the acquisitive instinct and locked in relentless competition against one 
another, and aggregations oi individual workers fighting one another in cease- 
less efforts to climb upward in the social scale?” Hardly, for according to 
Wright, “factories are . . . the legitimate outgrowth of the universal tendency 
to association which is inherent in our nature, and by the development of which 
every advance in human improvement and human happiness has been gained.” 
Its incidental evils will be gradually overcome by its dynamic socializing prin- 
ciple. The growth of the ethics of industry itself will shorten and mitigate 
depressions. “With true men at the head of industrial enterprises, with 
political economy which shall recognize the power of moral forces in the 
accumulation and distribution of wealth, modern productive industry will be 
. . . the most powerful element in civilization” (pp. 430-.5). 

Portraying more directly the underlying views of the Beards on the prob- 
lems of labor and poverty are two obscure pamphlets of writers disinterred by 
the Beards. One was a treatise on slavery (Inorganic Forces Ordained ‘0 
Supersede Human Slavery, 1860), by Thomas Ewbank, “a retired New York 
manufacturer.” “Unlike politicians, essayists, and literary experts,” write the 
Beards, Ewbank “brought to the subject an engineering mind alert to the 
cial consequences of technology.” According to Ewbank, moral suasion and 
penal statutes cannot remove slavery, because its roots extend to the “lowes! 
depths of man’s selfish nature. . . . As long as it is profitable, it will live. To 
kill it, something . . . cheaper must take its place.” Only through the advance 
of technology and machinery could the problem be solved, for “wherevet 
slavery is rendered commercially impossible by the superior economy and 
efficiency of inanimate forces,” it will inevitably disappear. 

According to the other pamphleteer, the Delaware journalist and school 
teacher Robert Coram (Political Inquiries: to Which Is Added a Plan for the 
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General Establishment of Schools Throughout the United States, 1790), society 
owes every individual the means of subsistence, to be supplied indirectly by 
the establishment of public schools to teach “the rudiments of the English 
language, writing, bookkeeping, mathematics, natural history, mechanics and 
husbandry,” and of apprenticeship regulations by which “parents and others, 
having authority over children, should be compelled to bind them out, to cer- 
tain trades or professions.” 

Finally, the protective tariff system rounds out the Beards’ concept of 
“civilization”; hence the considerable attention paid in this book to the high 
protectionist Henry C. Carey and his followers. At the moment Carey ap- 
peared on the scene, “the supremacy of agriculture seemed to point to the 
predominance of provincialism. At the moment also, British classical economics, 
the ideology of the British manufacturing interests, reigned almost unchallenged 
over intellectuals in America who theorized on economic policies. But . . .Carey 
grappled with the issue of economic policy by starting with the proposition 
that American civilization was not British” and “rejected the simple role of 
provincial subordination for the United States.” 

According to Carey’s “American” view, a high protective tariff, by concen- 
trating production, yields an ever larger share of an ever increasing product, 
to the “laborers,” who include the captains of industry. The tariff was to be 
rinforced, for competitive trade purposes, by eliminating the gold standard 
“devised in British interests” in favor of a “managed currency”; the aim 
being “the establishment of that monetary independence which results from 
maintaining absolute command over the machinery of exchange used within 
our borders, leaving to the gold dollar the performance of its duty of arranging 
the settlement of balances throughout the world.” But “as American bankers, 
ten with international connections, took over . . . the financing of American 
industry,” Cary’s idea of civilization in the United States, assert the Beards, 
‘became correspondingly menacing and revolutionary to ‘idealogues of the 
academies’” (pp. 216-17, 225). 

The question naturally arises whether the Beards have indeed left behind 
the “materialism” they profess to deprecate. What becomes of the ethical 
deals that explicitly inspire their new-found philosophy? 

The truth seems to be that the Beards have never been concerned with his- 
torical movements as such, or with the scientific consideration of economic and 
sclal events. Rather they have been concerned with dominant personalities 
whose successful careers in “industry” and the professions, and public utter- 
ices in favor of “social ethics” make them fit for Ruskin’s ideal of a “natural 
aristocracy” to manage the masses. Doubtless, the authors are unaware that 
their “American Political Economy,” from its “historical” approach to its 
managed currency,” was presented over a century ago by Metternich’s eco- 
tomic adviser, Adam Miiller. 
| The basic difficulty with the works of the Beards is that they are not history 
out mere “tracts for the times.” 

JosEPH DORFMAN 


Columbia ‘niversity 
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The Age of Enterprise: A Social History of Industrial America. By Tuomas¢ 
Cocuran and WILLIAM MILtER. (New York: Macmillan. 1942, Pp 
394, $3.50.) 
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This study of American industrial history pursues two cardinal lines oj Obv 
analysis: the cultural setting of industry in the United States, and the indy. bears 
trial setting of American culture. At a time when self-searching scrutiny of metho 
the ideas and purposes which activate our society is both academically ani by Th 
publicly important, the story of industry and business as the nuclear factory fae Skill. I 
in American life acquires special significance. The industrial power of th mists | 
United States is to our own government and people, and to millions through. institu 
out the world, the best assurance of victory and the source of hope for the pressio 
future. The more clearly the principles on which this power operates ar are fu 
grasped, the better are the chances for fulfillment of its promise. and th 

From the beginning, the development of our economic system has bea The 
accompanied by a chorus of opinion which is an integral part of the drama of are, if 
American growth. Currently, however, it seems to this observer that much has be 
of the debate is “above pitch, out of tune, and off the hinges,” and has los freedot 
touch with the realities which formed the starting point of controversy. The Insti 
resulting sterility is especially evident in the character and assumptions of politica 
post-war plans which ignore the historical motivation of American economic monop 
behavior. Similarly, the recent disputes concerning “knowledge” of American and thy 
history and the teaching methods and content of courses in school and college hever ¢ 
demonstrate on both sides of the argument a lack of understanding of the lt is 
issues which have so greatly influenced American life, or lack of direct con- cipal e 
nection therewith. Meanwhile, American society continues to evolve on 4 probler 
totally different plane, in terms of concrete legal, technical, and financial represe! 
policies having definite social consequences. late ect 

For this reason The Age of Enterprise is particularly useful as a preface to the atte 
the understanding of present economic, political and social trends. It provides prise Ww 
a mature and balanced account of the theory and practice of enterprise and Thus fre 
of the relationship between government and business. A coherent description philosop 
of the sequence of events requires coherent analysis of a sequence of ides oh pat 
It is in this respect that the work achieves novelty and stature. The informa, HMR consi, 
colorful style employed, the abundance of superior writing, and the variety 
and freshness of much of the source material all enhance the dramia of the That 
subject. With lucidity and with the detachment of geologists, the author Policy i 
trace the strata of our industrial history to the surface of public policy. Th ae | 
fault and thrust of underlying economic pressures, the outcroppings of populat Harbor 
philosophy and politics are recorded with a scientific regard for proportios » 1911 

The principal thesis of The Age of Enterprise is that business standards sectors 
beliefs and purposes became the dominant factors in the development We are t 
distinctively American culture. In government, education, the press, “politic, MMe °° inne 
entertainment, literature, general mores—from the highest levels of national pede 
policy to the smallest details of economic conduct—“business-like” attitudes HMR csnizatio, 
have determined behavior. Conflicts, whether at the center of the system 0f BAM closely ¢, 

our trusts 


the periphery, whether on large issues or small, have been carried on within 
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pattern and habits of thought of a business civilization. The changes that have 
occurred and the crises that have developed internally and externally arose 
and were decided in terms derived from a system of enterprise. 

Obviously, this broad canvas, which the authors crowd with vivid detail, 
bears the stamp of an institutional approach. At its best this approach is a 
method of correlation which yields telling and forceful conclusions. Wielded 
by Thorstein Veblen, the method revealed the anatomy of history with surgical 
skill, It is not “interpretive” in the sense to which positive historians or econo- 
mists object, nor is it a recitation of a calendar of events. The utility of the 
institutional technique is that it is neither a pointless summation nor an im- 
pressionist or doctrinaire device. The selection of data and its codrdination 
are functional. As an institutional study the book is a polished performance 
and the product of a high order of research. 

The considerations advanced in this book revolve around problems which 
are, if anything, more important today than in the past. The United States 
has been the land of enterprise, pursuing happiness, and placing its hopes of 
freedom as much in the market as in the ballot. 

Instinctively, it has been the feeling of Americans that freedom is organic, 
politically and economically connected. The alliances of machine politics and 
monopoly, and the efforts of pressure groups, have time and again obscured 
and thwarted the expression of this fundamental impulse toward freedom, but 
never completely or permanently. 

It is evident throughout the pages of The Age of Enterprise that the prin- 
cipal economic and political struggles of our history have pivoted upon the 
problems of monopoly and upon the industrial policies of government. A 
representative government, depending upon freedom of opportunity to stimu- 
late economic expansion and development, has constantly been faced with 
he attempts of monopolistic interests to retain the privileges of private enter- 
prise while restricting economic freedom. As Cochran and Miller state: 
ree ¢ mpeti tion became the keystone of the triumphal arch of American business 
osophy, while monopolistic tendencies were ignored; science and mechanization became 
1 avenues of progress while patent pools and social regimentation were obscured; 


it remained the first commandment in the decalogue of the new business society though 
icuous consumption was its sign of grace (p. 123). 


the grand 


That this conflict has been the continuing crux of the problem of industrial 
policy is demonstrated repeatedly. To choose a striking parallel, the problem 
war potential and technological preparedness before 1914 and before Pearl 
Harbor have common elements. The statement made by the Engineering News 


191] 
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11 could very well have been made in 1941, concerning even larger 
Sec tors of industry: 


something like five years behind Germany in iron and steel metallurgy, and 
we ations as are being introduced by our iron and steel manufacturers are most of 
em merely following the lead set by foreigners years ago. . . . We believe the main cause 

the wholesale consolidation which has taken place in American industry. A huge or- 
“s ‘zation is too clumsy to take up the development of an original idea. With the market 
maps controlled and profits certain by following standard methods, those who control 
eur trusts do not want the bother of developing anything new (p. 199). 
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The conclusions reached by the authors are indicated in the following 
excerpt: 
Industrial enterprise was most successful in creating a free society in America becauy 
America with its tremendous material heritage had the greatest capacity for growth, 
America had incomparable resources to develop, seemingly limitless space to accommodate 
large numbers of workers and consumers. Expansion was the keystone of business freedom. 
. . . Industrialists of their own accord entered into trade agreements, pools and trusts. 
Voluntarily they surrendered the right to manufacture as much as they pleased, to sj 
where they pleased, to charge what the traffic would bear. They agreed to partition mar. 
kets, curtail production, maintain prices, withhold investments in costly technological im. 
provements. So numerous were these limitations upon economic freedom by the twentieth 
century, so powerful had the agencies that imposed these limitations become, that the age 
of free industrial enterprise seemed to be waning (p. 354). 


The timeliness, the contemporary relevance of the questions which have 
most troubled the “American dream”’ is an affirmation of the validity of vision 
embodied in the basic tenets of our political and economic life. At the same 
time, it is a recurrent warning. We can repeat, as the authors do, the words 
of Senator Sherman in 1890: 

They had monopolies and mortmains of old, but never before such giants as in our day 
You must heed their appeal [the American people’s] or be ready for the socialist, the 
communist, the nihilist. Society is now disturbed by forces never felt before. Congress 


alone can deal with the trusts, and if we are unwilling or unable there will soon be a trust 
for every production and a master to fix the price for every necessity of life (p. 171). 


The urgency of this passage has been stressed by time. Our modern cartels 
cannot coexist with free enterprise and must in time undermine republican 
government. We must heed the danger or “be ready” for the surrender of 
enterprise in all avenues of life to the “managerial” philosophy of government 
and industry. 

It is necessary, however, to enter a demurrer to certain conclusions which 
the authors favor. First, it is simply not true that “the costliness of competitive 
Laissez Faire [is] a defect of its qualities” (p. 138), or that in the long run 
competition is as wasteful as monopoly. Secondly, although stated in tentative 
fashion, the authors advance the view that “the age of enterprise” is over. 
It is the reviewer’s belief that, in this country at least, the realization that 
“the age of enterprise is yet young” is the best surety of our future, and the 
strongest basis on which freedom can be built. 

Cuares A, WELSH 

Washington, D.C. 


Western Prices Before 1861: A Study oj the Cincinnati Market. By THOM 
S. Berry. Econ. stud. Vol. LXXIV. (Cambridge: Harvard Univ. Press 
1943. Pp. xxi, 645. $5.00.) 

This book is an expansion of the author’s chapter, ‘Wholesale Commodity 

Prices at Cincinnati and in the Ohio River Valley,” in A. H. Cole’s well-known 

collection, Wholesale Commodity Prices in the United States, 1700-1861. 

It is focused on Cincinnati, which early in the nineteenth century became 
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4 manufacturing center and primary Ohio river port and for a while was to 
the Midwest what Chicago is today. Although Cincinnati is the focal point, 
there are numerous data relating to Louisville, Pittsburgh and Lexington, and 
Dr. Berry feels that “at least some of the most important conclusions may be 
extended to a good share of the West” (p. ix). 

The period covered is from about 1790 to 1861. The individual commodity 
prices studied inch de all the city’s chief articles of commerce and manufac- 
ture, such as hogs, bacon, pork, salt, wheat, corn, whisky, iron, cotton, mo- 
lasses, sugar, coffee, and a wide variety of groceries. Also analyzed are steam- 
boat freight rates for many of these products, insurance rates, discount rates 
on domestic bills, statistics on bank note circulation and discounts, deposits, 
and other credit data. The full charts and tables in the text and appendix 
constitute the outstanding contribution of this work and will serve as an in- 
valuable reference aid to economic historians of the Midwest. Detailed and 
often lengthy analyses of each of these many charts, including even such 
minor staples as pepper and tea, make much of the book tedious reading. 

The author states that the book is “essentially eclectic in its approach” 
(p. x), and that he has chosen what is most pertinent in economic history and 
geography, monetary history, business cycle theory and statistics. For exam- 
ple, Part I deals with transportation developments in the Ohio valley; Chap- 
ter VI explores weights. and measures customs; Chapter X investigates one 
of our first “trusts,” the salt monopoly; and Part III is concerned with cyclical 
disturbances and price behavior. Thus there is material of interest to students 
in several fields although it would seem that the author’s chief interest lies 
in statistical measurement and business cycle study. The book is obviously 
the result of a tremendous amount of painstaking research and the author 
has endeavored not to overlook any facts or methods of approach that would 
throw light on the behavior of prices in this period. The lion’s share of the 
material has been drawn from over fifty newspaper and serial publications, 
with Liberty Hall and the Cincinnati Price Current among the most fre- 
quently quoted. Also consulted for price data on early years were accounts 
of some forty firms found in historical libraries scattered from the east 
coast to Texas. 

Dr. Berry’s basic findings concerning western prices tend to confirm what 
has been previously found or assumed. For example, he has constructed two 
“weighted monthly index numbers of Cincinnati wholesale prices, 1816-60”: 
Index A being made up of commodities identified with northern agriculture 
and Index B of other commodities, especially manufactured goods and im- 
ports. As might be expected, the agricultural index has an upward trend and 
the other index a downward slope. Transportation improvements are ad- 
vanced as the chief explanation although the depreciated notes of the in- 
‘erlor are said to be a factor part of the time. It is worth noting that “prices 
ol industrial articles in the West a century ago were much more inflexible 
than those of farm products” (p. 285). No explanation is offered for this con- 
dition. 

The author accepts the concept of an internal triangular trade which broke 


hg 
Se 
th 
ite 
m 
LS 
ge 
e 
ne 
1. 
h 
p 
F 


652 THE AMERICAN ECONOMIC REVIEW [ SEPTEMBER 


down in the 1850’s with the qualification that certain products went cay 
instead of south sooner than others (pp. 22, 532). Also upstream steamboy 
rates eventually became cheaper than downstream ones (p. 42). 

Easily the most interesting chapter is the one on the early salt monopli« 
At intervals of about ten years from 1812 on salt producers formed monopo. 
lies to avoid the evils of overproduction and then a few years later somebody. 
dissatisfied with his quota, would break the monopoly and bring about a sharp 
decline in salt prices (p. 306). Thomas H. Benton is portrayed as somewhat 
of a “trust buster.” 

Dr. Berry has also unearthed some interesting facts on the discounting 
of bank notes. When a bank’s notes reached a 30 per cent discount they quickly 
went off the market (p. 395). Debtors sometimes advertised for notes m 
longer current in order to pay their creditors (p. 404). Notes of the First 
and Second Banks of the United States often circulated at a premium over 
specie because of their greater ease of shipment (p. 540). Financially speaking, 
the almost unheard-of Crisis of 1854 hurt the West more than the Panic of 
1857 (p. 541). Scattered throughout are many more such intriguing crumbs 
of information. 

Errors seem few in number. The table on page 152 lacks a title. It is 
questionable whether paper money issues stabilized prices in the middl: 
colonies (p. 366. See also Jour. Pol. Econ., Vol. XLVII, p. 874, and Vol. 
XLIX, p. 303). It appears unjust to criticize the Second Bank’s executives for 
failure to follow present-day monetary practices (p. 387). Mint price is in- 
correctly used when applied to subsidiary coinage (p. 490). In the bibliog- 
raphy inclusion of a page of bibliographical aids is superfluous (p. 599), But 
my chief criticism of this book is its length which results from an excess of de- 
tail at least a third-of which could profitably be omitted. Without it a care- 
ful and valuable study would be more widely read, not just frequently referred 
to. 


DonaLp L. KEMMERER 
University of Illinois 


Economic Systems; National Economies; Post-War Planning 


Social Institutions in an Era of World Upheaval. By Harry ELMER BARNES. 
(New York: Prentice-Hall. 1942. Pp. xviii, 927. $5.35.) 

Even with a generous allotment of space a review can hardly hope to do 
justice to a book of so encyclopedic character, packed with facts both funda- 
mental and miscellaneous and crammed with the author’s observations and 
with his many-faceted quotations. This is a book which one lays aside 00! 
only impressed with the vast reading of the author and with the sincerity 
and courage of his attack on the problems of modern civilization  ' 
manifold aspects, but also enriched in valuable knowledge and interesting 
viewpoints. To our mind not the least important contribution of this work 
is that it challenges critical thought. Rational control over social process 
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run wild, nationally and internationally, will not be restored by any one 
man’s thought or work. A primary need is to raise issues and stir discussion. 
This the book does well in its parts devoted to modern life, even if we may 
not — with many of the author’s propositions, including, perhaps, his 
basic philosophical approach. 

The work in a way blends two books into one. One phase of it consists 
of a general treatise on the institutional background and present equipment 
with which modern society faces its current crisis. Sociological, socio- 
psychological and historical approaches alternate in this discussion. Some of 
this material, which is often presented by way of short résumés from the works 
of leading specialists, seems a little dryly academic, While one can certainly 
have no quarrel with the author’s proposal to learn from past historical 
experience, one might doubt whether in a work characterized by a highly 
rationalistic viewpoint the author is really in a position to use much material 
pertaining to the pre-scientific age. In fact, our impression is that some of 
this material remains dead. One historical lesson, however, is outstanding, 
and is frankly acknowledged by the author, though it contradicts in a way 
his basic philosophy, to wit, that it is very difficult to translate enlightenment 
from theory into rational action. 

In strong contrast to the cool academic objectivity of those general discus- 
sions stand the very lively, often passionate, and more or less partisan 
discussions of issues pertaining to the current crisis of our civilization, 
particularly in its religious, political, legal, and economic aspects. The author 
probably would gainsay the statement that some of this discussion is 
partisan, as to him the findings of modern social science in what he con- 
siders their best thought have a finality similar to, if not identical with, the 
finality of experimentally and logically well-established results of natural 
science, and would consequently command one definite type of optimal 
action. We fear, however, that few social scientists will agree with him in 
that optimistic view on the achievements and on the possibilities of their 
disciplines. 

Regardless of whether one consents to the rationalism, determinism (though 
this determinism is not consistent) and materialistic utilitarianism of the 
author, one will learn a great aeal from the informed criticism he raises 
against many special aspects and institutions of the modern Western World, 
and will agree with him that this civilization has for some time shown 
alarming signs of decomposition. Yet, whether it is all a matter of cultural 
“lag,” humanity not having caught up in its thinking and in its moral 
pattern and folklore with the necessities and possibilities of the science- 
created world of machinery, is another question. Also, one might object to 
te i idea that man has to be adjusted in a perfect mechanical fit, as it were, 

0 the mechanized environment which applied science has created for him, 
and might wonder whether this environment should not rather be constructed 
and administered to serve the fullness of all human capacities, including 
the rich spiritual and moral heritage of the pre-scientific age. 

There seems too strong a tendency to consider everything which is not 
scientifically provable also as irrelevant, if not as unrealistic. It seems to us 
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that there is no scientific reason to follow the tendency of the author to 
deny the supreme reality of the spiritual, even if it is beyond scientific prooj, 
By this we do not mean, however, to deny that the author is right in stating 
that much of traditional positive creed and also much of organized religion 
have suffered from the impact of the scientific age, and that our epoch, mor 
than any other, has need for a restatement of the eternal truth in words 
which the contemporaries of the scientific age can hear and understand. 

At any rate, we think that a good case can be made for the proposition 
that the notion of personal freedom, with its non-deterministic implications 
and its stress on individual responsibility, has been historically the core of 
what we have known as Western civilization. The departure of the author 
from the traditional concept and the past reality of Western civilization is 
more radical than his conservative terminology would suggest and than he 
himself is perhaps aware of. Proposing to use traditional terms such as 
“democracy” and “capitalism” to designate the future world of his vision, 
he tends to obliterate the fact that he rather proposes or, better, envisages 
a radical, if peaceful change to an entirely different type of civilization. His 
basic approach leads the author quite logically into the neighborhood (though 
not entirely into the camp) of socialistic reformers. 

His very keen, and in many respects rather devastating, criticism of modem 
democratic institutions and their way of functioning leads to proposals for 
representation on the basis of a professional group vote and of an administra- 
tion manned by scientifically trained experts or engineers. The technocrats 
are mentioned approvingly in this connection. One wonders whether the 
author fully recognizes the inevitable authoritarian implications of such 
proposals. If political life should be organized on such lines side by side 
with a competitive business system, it certainly would result in a free-for-all 
fight and, through that, in despotism. In fact, the author, though of course 
he strongly disagrees with the excesses of national socialism and fascism, 
seems relatively little impressed with the possibility that they might destroy 
civilization. 

In his discussion the most essential question concerning the crisis remains 
unanswered, namely, how the admittedly unabated emotionalism of the 
masses and rational control by the (supposedly enlightened) few can be 
combined in a way which is at the same time rational, effective, and 
democratic. This question seems particularly hard to answer in a time 0! 
rapid dynamic changes in technology and economic life in which the e- 
lightened few will have much cause and much temptation to try to club 
and to bamboozle the masses into following the prescriptions of the 
administrators. 

The sharp indictment of the réle of “the law” and the lawyers in modem 
capitalistic society and of the fatal denaturization of the concept and content 
of property in the hands of the Jurists is brilliantly presented. Here the 
author marshals the views of some famous witnesses, including the late Chief 
Justice Holmes, to support his own ideas. It should be remarked, however, 
that this discussion mostly fits the American, or, at best, the Anglo-Saxon 
scene, and not the whole of Western civilization; and even for those countries 
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one might wonder whether there is not a lighter side to such an essentially 
black picture. 

The discussion of modern economics and its problems, even accepting the 
author’s viewpoint, does not seem to us as stimulating and successful as 
other parts of the work. 

There is a rather conventional discussion of the phases of evolution of 
industry. In the subsequent chapter on capitalism and the economic crisis, 
the description of “the historical background” (both antique and medieval) 
is a lively presentation of some interesting data which the author considers 
particularly relevant to subsequent events. The rest of the chapter leaves 
one with a mixed impression. The statement that early industrialists kept 
finance “subordinate” to industry is at least liable to misunderstanding. The 
daim that the current ascendancy of finance capitalism over producer 
capitalism is a major source of present evils, astonishes one in view of the 
marked loss of power of bankers and financiers over industry in the last 
decades. It does not differentiate between the problem of bankers and 
financiers versus industry and the problem of the large corporations, notably 
the management-ownership problem. In other places, the author puts more 
emphasis on monopolistic abuses as a cause of disturbances in the capitalistic 
system. Some economists, without denying the importance of this factor, 
might find this emphasis exaggerated, and the use of such slogans as 
“scarcity in the midst of plenty” not particularly enlightening. In general 
the discussion seems to suffer from an effort to rely on and to present too 
many different economic interpretations of the current crisis, and this results 
in the impression of heterogeneity of thought. In one instance, at least; viz., 
in that of Keynes, the effort to combine brevity and broad coverage leads to 
an incorrect statement of the respective theory. 

The author’s own views seem to move between scolding condemnation of 

many, even essential, features of private capitalism and the effort to 
preserve it by reforming it. Rightly, we think, he foresees the necessity for 
more government intervention, yet he does not specifically discuss the various 
possible kinds of “planning” and political and economic problems which arise 
in that connection. In particular, little attention is given to the international 
aspect of a controlled economy. In general, the international side of the 
current crisis, in spite of some good apercus in the chapter on war, seems to 
us somewhat neglected. 
; Chapters on social group problems, propaganda and communication, re- 
gion and morals, education, leisure, recreation and the arts contain a great 
wealth of interesting, if partly controversial, material. The work is concluded 
by thirty pages of selected references and an index. 


A HERBERT VON BECKERATH 
Duke University 


The Coming Age of World Control. By NicHotas Doman. (Harper. 1942. 
Pp. vii, 301. $3.00.) 


Mr. Doman’s instructive bock is one of those studies which aim at out- 
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lining a future world organization, a new world order which should prevent 
future wars. Following the present trend toward a gradual integration of the 
world, this new order will be supernational, practically non-national. Mr 
Doman emphasizes the necessity of separating nationalism and democracy: 
he considers the existence of national states and their policy as the main 
and decisive reason of wars. The economic approach to universal political 
problems is thought inadequate and, in general, the author does not attach 
any decisive importance to economics. According to him the Second World 
War “has dethroned king economics.” 

A new world order should be set up as a world state. “Democracy has to 
become universal or it will be outdistanced by other creeds.” Mr. Doman 
claims that it is necessary to break with international organizations and 
proposes a supernational organization, The new world order must be “in- 
posed not initiated by a democratic process” and “the deplacement of 
political authority from the nation state to the federal body must be complete 
with no original authority left to the component nation states.” 

The author is rather vague in outlining the suggested organization more 
definitely. The determination of the balance of power elements in the universal 
democracy should be based upon the size of the population, the degree of 
cultural development and affinity with the humanitarian, democratic, equali- 
tarian civilization, the economic strength and potentiality, and finally the 
degree to which social institutions have been developed. An index caiculated 
on this basis would probably give a decisive vote to the Western world and 
Russia. Mr. Doman is also not very precise on “the Riddle of the Orient,” 
pointing out only that the inclusion of the Orient into the Universal Order 
is imperative, and that Asia is going to play a decisive réle in the future world 
history. 

A monopoly of physical force is expected to be the backbone of the world 
order with an interstage of a monopoly of the victors. Therefore, national 
police force has to submit to international police force. Mr. Doman is sure 
that “technical innovations have facilitated control by monopolistically 
organized forces.” The monopoly of physical force should be supplemented 
by a control of key industries. 

The new universal organization will be democratic; the author expects 
new clarifications of the democratic approach to political, social, and economic 
institutions but does not offer any clear definition of what he regards 3 
democratic attitude. He recommends a non-national, non-economic tran- 
sient elite for the supreme political authority, declaring that the fact 0! 
a transient position of this elite will preserve the democratic principles 
which should represent the element of permanence in the coming world 
organization. 

Even more sketchy and indefinite are Mr. Doman’s ideas referring 
economic questions. The new economy is to be “a centrally directed san 
economy. . . . Economic functions must serve political objectives, control of 
economics by politics is indispensable,” and the author expects that publi 
control of economic activities in the international orbit might tend to inject 
more democracy into social life. I wish Mr. Doman had elaborated a little 
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more on this crucial point of relation between democracy and planned 
economy or even freedom. While he points out correctly that the dividing 
line between capitalism and socialism has been considerably narrowed, and 
sees a possibility of a capitalistic system of production without a capitalistic 
spirit, the reader cannot tell what all these notions mean to the author. The 
realizati on of his program demands full public control and direction of 
economic activities, “a comprehensive economic planning without which there 
cannot be political security.” But, according to Mr. Doman, regulation of 
the factors of economic life does not imply that the whole structure of 
economics becomes subject to minute planning. Even free trade is of course 
not a necessary complement of the scheme. At the same time the author 
suggests that eventually “a political authority will decide on the policy to be 
applied to the problems of production and distribution.” And what should be 
the objectives of such universal planning administered according to demo- 
cratic principles? Generally it is “the attainment of the best results that are 
technically available,” emphasis being laid upon escape from economic 
insecurity. For that reason “man’s sense of liberty has to be reinterpreted in 
terms of new social and economic atmosphere, such liberty not being in- 
compatible with the control of economic and social forces.” The task of 
world-wide planning is the incorporation of the objectives of political freedom 
and economic security. “With a greater control of our economic structure 
and social environment we shall be able to enjoy a more democratic 
atmosphere.” As so many students of social science are, the author seems 
much impressed by the achievements of an organized war economy though 
at the same time he sees the differences between the objectives of planning 
in wartime and peacetime. 

However, priority of political power, complete control over economic 
forces and economic security are the author’s aims in the field of economics. 
In spite of the fact that he speaks of freedom and democracy, and refuses 
collectivism and labor supremacy, it is certainly not easy to visualize a new 
economic order which would fit into his general program. It is the more 
dificult because Mr. Doman repeatedly stresses the necessity of reinterpreta- 
tion of such basic concepts as freedom, democracy, capitalism, and economic 
security so that the reviewer does not feel sure whether a free and democratic 
order envisaged by Mr. Doman will be the same as that understood by 
perhaps a majority of economists. The author certaintly has no great faith 
in the force of dynamic development; the reviewer sometimes gets the 
impression that in the field of economics the new organization adjusted to 
‘ie present stage of economic development would perhaps in its basic ideas 
not differ so much from the medieval Catholic church social policy of 
se, mic security accompanied by a static economic system. 

haps a dealing with some of the chief problems in more detail could 
have » darifed 1 the basic issues. The whole plan is very ambitious, reaching 
utopian proportions, The author’s contribution is certainly more important 
in bh his sometimes original analysis of the past and present main currents and 
n stimulating a real and thorough examination of the problem in its 
totality than in advancing a plan for a practicable solution. 
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There is general agreement that an international police force, monetary tered by 
authority, and credit and development institutions will be on the agenda oj MMe Labor O 
an international post-war organization. These four are the only concrete raising li 
institutions mentioned by Mr. Doman. The creation of any of these authorities MANE have 2 | 
requires the surrender of certain sovereign rights of the member states. But i rates, bu’ 
will be more practical politically, as well as safer for preserving freedom, tp tries, anc 
have a larger number of such special international agreements than to try to with no | 
establish a world state backed by the monopoly of force with a transient IMME enterpris 
international elite leadership. The al 
Mr. Doman’s valuable study indicates very clearly the possibilities, limits, of the Ec 
and also the real dangers of a universal world state backed by a monopuly and deta 
of armed force with primary emphasis upon the priority of politics ove of durab 
economics and upon economic security more than upon freedom. It should for coope 
not be forgotten that, in spite of a complete democratic control, concentrated take the 
power constitutes a potential menace for a smooth and dynamic development of its mé 
and progress. Such danger will not be overcome by reinterpretation of the to be th 
meaning of various fundamental ideas. Next to 
ANTONIN Bascu 
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Columbia University partners. 
tries are 
Economic Union and Durable Peace. By Otto Top MAttery. (New York: the defe 
Harper. 1943. Pp. xvi, 183. $2.00.) aor 
“In time of war, prepare for peace” is a modern slogan which is having is it «3 
more consideration during the present war than ever before. The reason {or Mallery 
this is undoubtedly the failure to make a durable peace at the close of the tis 4 
last war. In a notable address to the American Academy of Political and Social snolo-S 
Anglo-Sz 
Science, Otto Mallery stated what he regarded as the essentials of economic aoa 
union and durable peace. The present book is an amplification and defense of vorting 
the ideas there expressed. ; and aris 
Mallery steers a middle course between a customs union and an economic rill nn 
empire. His union is not merely a customs union but it favors greater freedom ‘sate 
of trade based upon reciprocal trade agreements after the Hull pattern. Per- bdea | 
haps the most important point is that it is founded upon agreement, not con- orove th 
quest. The countries that compose the union are partners, not dependencies What 
nor protectorates. All the partners are to have the same trade opportunities sent 
within the colonies of any member as the administrating power itself. The logical ; 
membership of the Economic Union is chosen for mutual economic advantage, deni 
not for power politics. The Union will regulate cartels operating over the na- ssltlon 
tional frontiers of the members; it will define fair trade practices and siv¢ we arti 


the partners opportunity to complain of infractions. There will be set Up 
a body corresponding to our Federal Trade Commission, which will carry n° 
international relations the functions which that body exercises within ou" 
federal union. 
Commodity agreements between producer and consumer countries, like rs 
Inter-American Coffee Agreement, will be fostered, registered, and adminis 
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tered by the Union, Agreements similar to those promoted by the International 
Labor Organization are to be engineered by the Union with the object of 
raising living standards in the member nations. The Economic Union will 
have a Bank, which will not only provide for the stabilization of exchange 
rates, but will also have the power to create new enterprises in various coun- 
tries, and to leave the capital investment in such a country over long periods 
with no specific date of repayment, These long-term investments will be in 
enterprises similar to the T.V.A. 

The above makes an all too brief summary of the most important features 
of the Economic Union and does not do justice to Mr. Mallery’s well balanced 
and detailed exposition of the things he has in mind, However, if we think 
of durable peace, we immediately want to know not only what the plans 
for coéperation are, but who the partners are to be. The United States is to 
take the leading part in the formation of the Union; this country because 
of its markets, its raw materials, and its highly developed economic power is 
to be the magnet which will attract and hold together the other members. 
Next to ourselves “all criteria emphatically select the British Commonwealth 
of Nations first, last, and all the time if they will accept our warm and 
urgent invitation.”” Next come many of the American republics as desirable 
partners. In Europe, the Netherlands, Belgium, and the Scandinavian coun- 
tries are eligible. China is a questionable partner depending not only upon 
the defeat of Japan “but upon other factors now unknown.” Russia is not 
mentioned, and the omission raises many questions. 

One of those questions concerns the nature of the peace that is contemplated. 
ls it a world peace, or is the peace one between the members of the Union? 
Mallery would answer that in the end durable peace for the world will be 
achieved, for all nations will be admitted just as soon as they satisfy our 
Anglo-Saxon requirements for membership, and the conclusion is irresistible 
that the Union is to be one of democratic states, and in the meantime “totali- 
larian states with power objectives whose economic policies are subordinate 
and arise chiefly out of their political aims” are to be excluded, but if they 
will mend their ways, become concerned with economic welfare and are willing 
‘o enter agreements made by consent instead of power, they will be accepted. 
Only a few nations are necessary for a start; others will be admitted as they 
prove their eligibility. 

What are we to think of Mallery’s plan? Hobhouse would have called it an 
essay in the rational good and then have proceeded to demonstrate its psycho- 
logical shortcomings. It rests upon the fundamental belief that the basic cause 
of war is economic. Nowhere does Mallery discuss the causes of war, but his 
position is indicated by such a statement as, “The chief barriers that remain 
are artificial ones, trade barriers, because of which, even more than because 

of the other barriers we have war.” But the great historians of World War I 
found the causes in the nationalistic struggle for power, and power they found 
to be something ultimate. This is probably the basic issue; if you do not 
give primacy to economic causes, you will not be convinced that economic 
inion will lead to durable peace. You will demand political union and a col- 
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lective security system, ultimately envisaging true international law enforce) 
by a world government. 

Mr. Mallery seems to be afraid of political action, and so he tries to mini. 
mize the authority of governments. He wants the new international organiza. 
tion to be based upon a threefold representation of governments, of or zanized 
labor, and of organized managers. The omission of agriculture seems serious 
But the attempted separation of the economic and political appears to be 
unreal. Because he does not keep this in mind, our author makes some aston. 
ishing statements, for example: “Just as the Constitution of the United States 
has resolved fundamental economic conflicts between component states, so 
Economic Union seeks to resolve similar conflicts between member states.” 
But the Constitution is primarily a political document setting up a federal 
government, not merely an economic union. 

The plan is based on certain propositions which the author regards as self. 
evident. “If goods cannot cross political frontiers, soldiers will. Unless shackles 
can be dropped from trade, bombs will drop from the sky. Economic bargains 
likely to be kept are preferable to political agreements likely to be broken.” 
On the basis of these propositions his deductions are sound. But suppose a 
critic were to set forth the following: “If rulers decide to send soldiers across, 
political frontiers, then goods will not be allowed to cross. If rulers decide to 
drop bombs from the sky, they will put shackles upon trade. Political agree- 
ments likely to be enforced are preferable to economic bargains which may 
not be kept.” Obviously the critic will have a political, collective security plan 
for durable peace. 

This reviewer does not want to be too critical. Mr. Mallery has made an 
important contribution to a great and vital subject. It should be studied by 
all who are interested in peace, and in particular it should be weighed care- 
fully by those who contemplate a political federation. He has sound economic 
ideas which need to be implemented through adequate political institutions. 

HERBERT F, FRASER 

Swarthmore College 


National Resources Development. Part I. Post-War Plan and Program. Ne- 
tional Resources Planning Board, Report for 1943. (Washington: Supt. 
Docs. 1943. Pp. v, 81.) 

The Post-War Plan and Program of the National Resources Planning Board 
was submitted to the President on December 16, 1942, and by the President 
to the new Congress on March 10, 1943, for its consideration. While it is sub- 
captioned “Report for 1943,” it is far from being an “annual report” in the 
conventional sense of the term. There is no detailed review of the accomplish- 
ments of the year’s work just concluded. Nor is there any outline of the pro- 
jected activities of the Board during the year just opening. Moreover, it should 
be noted, perhaps, that what is offered is not a sketch of a post-war plat 
and program for the Board, Rather, it is a pattern of reconstruction for the 
nation. 

The report consists of an Introduction of 8 pages, followed by a sectio® 
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of approximately equal length entitled “Findings and Recommendations.” 
The third part of the report, under the caption “Supporting Technical Ma- 
terial,” is essentially an appendix.’ For the first two of these sections, the 
Board takes full responsibility, whereas “primary responsibility” for the third 
section is assigned to various members of the staff. Briefly, the introductory 
section sets forth the aims of post-war policy, as the Board interprets our 
politico-economic goals, or as it would frame them. The second section repre- 
sents the Board’s formulation of what it conceives to be appropriate means 
for the attainment of these goals. The concluding section purports to develop 
grounds for the recommendations made in the second section. 

" The aims proclaimed by the Board are as unexceptionable—and as vague— 
as those enunciated in the Atlantic Charter. For a domestic socio-economic 
program for the post-war period might not one reasonably ask a more ex- 
plicit declaration of objectives than “justice, freedom, and democracy”? Are 
the canons of candor and plain-speaking satisfied by a plea for “a dynamic 
economy... with a fair distribution of the resulting gains’’? 

For the realization of these ideals the Board proceeds in the second section 
to a series of recommendations which are embodied in three basic plans. To 
use the Board’s classification, but not its terminology, these are (1) a plan 
for demobilization, (2) a plan for industrial government, and (3) a social 
security program.? 

To facilitate the transition from war to peace the Board recommends (a) 
several measures to expedite the reabsorption of persons discharged from the 
armed services and from war industries into industries serving a civilian 
economy, (b) early formulation of policies in respect to the disposition of 
war plants and the cancellation of war contracts, and (c) a gradual modi- 
fication of the policies of the administrative agencies created to meet the 
emergency. 

There is no occasion to dispute the wisdom of the “steps” recommended. 
But here, as elsewhere, the Board contents itself with “good advice” in gen- 
eralized terms when what is preéminently required is a formulation of specific 
details defining the scope and terms of measures for the implementation of 
policies recommended. For example, in respect to the disposition of war 


‘The table of contents lists a “Part II” following these three sections. The heading de- 
scribes it as “Wartime Planning for War and Post-War,” but no material is included in 
the present document under this division. 

‘There is listed also a fourth group of recommendations under the heading, “Plans for 
Action by State and Local Governments and Regions,” but these are so nebulous that they 
scarcely deserve to rank as “plans.” Substantively, some ten different lines of action are 
recommended, in such terms as “assisting” the conversion of private industry, “readjust- 
ing” war boom towns, and “strengthening” employment services. In reality, this is not 
planing at all; it is preaching. 

in respect to procedure, if nowhere else, one would expect some concrete suggestions. 
Instead, the Board blandly urges (p. 18) “that the several regions take such steps as may 
%e necessary, in such form as may be appropriate to the particular region and which 
with?] such Federal participation as may be desirable. . . .” The vital problem of 
‘ow to avoid waste, confusion and conflict in the performance of the overlapping functions 
‘numerated by the Board for the federal government, on the one hand, and for state 


and local units, on the other, is not discussed. 
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plants, there is neither a detailed analysis of investment, adaptability, Joc. 
tion, purchases options, et cetera, for different categories of plants nor a specif 
procedure worked out for each of the several alternative policies which migh 
be adopted.* A true “planning” agency would be less concerned with urging 
the expediency of a given course upon Congress, which alone is empowered tp 
determine the basic pattern of policy, and more concerned with assembling 
the concrete data which should serve to guide decision. 

For the long-range government of industry, the Board likewise advances 
a tripartite program.* Recommended first are “Plans for Private Enterprise.” 
Pursuing its tertiary taxonomic obsession, the Board boldly advocates (a) 
“measures to encourage the healthy . . . development of private enterprise,” 
(b) “measures to prevent the abuse of economic power . . .” and (c) 
“measures to eliminate avoidable uncertainties. . . .”” We leave these gems 
to the tender mercies of the semanticists. A few somewhat more specific sug. 
gestions are advanced in the Supporting Technical Material. Among these are 
promotion of industrial research, “patent reform,” “effective social control of 
large scale business units,” assistance to small business units, and “mixed 
corporations” as “an effective form of organization for certain plants in those 
industries . . . in which government has made great wartime investments.” 
Quite evidently these “plans” still leave something to be desired in point 
of concreteness. The meager measure of the Board’s solicitude for the pres- 
ervation of equality of opportunity and economic freedom is evidenced in 
many ways, but not least of all by its proposal to grant “mixed corporations’ 
operating in a wide range of industries, under private management, the 
“special privilege” of choosing their own competitors. 

The second section of the long-range program for the control of industry 
sets forth, under the caption “Plans for Finance and Fiscal Policies,” the 
Board’s conception of the réle of government in activating and directing the 
economy. It declares (p. 13) that “the fiscal and monetary policies of the 
Federal Government should be conceived and administered to complemen! 
and supplement [the] activities of private enterprise in the maintenance oi 
adequate effective demand.” Here is the heart of the Board’s program, anc 
that it is big-hearted will hardly be gainsaid—especially after an examination 
of the “Plans for Improvement of Physical Facilities” which constitute the 
third section of this second major division of the Board’s program. For in this 
section are listed the projects on which, in the Board’s view, government funds 


* Again, in respect to the post-war policies of the administrative agencies improvised 
for the emergency, the Board urges continuance of “control of distribution of construction 
equipment and other producers’ goods.” But it advances no concrete suggestions on the 
standards which should guide the allocations of a, perhaps rechristened, Peace Pro- 
duction Board. It ignores the problem of finding an alternative yardstick when military 
requirements cease to be the controlling desiderata. ct 

‘Though a fourth division under the caption “Essential Safeguards of Democracy © 
included in the text, it is not listed in the table of contents. In any case, essentially, it adds 
nothing to the recommendations made under the first heading, entitled “Plans for an 
Enterprise.” Either caption would serve to cover everything that is advanced under bo 
captions. 
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should be released unstintingly to the end of “maintaining adequate purchas- 
ing power.” While here, as elsewhere, the Board eschews concrete proposals, 
it indicates four principal directions in which the attainment of the fiscal 
“goal” of an expansion of public works expenditures might well be sought. 
These are “urban redevelopment,” “transportation modernization,” “energy 
resource development,” and land improvement and conservation. 

Elsewhere (in studies previously published by it) the Board has rendered 
a useful service in surveying the needs and potentialities of these several classes 
of projects. What is new (for the Board) here is the advocacy of this program, 
primarily, if not exclusively, as a means of stabilizing national income—‘on 
the order of 100 to 125 billions.” Or as the Board prefers to put it, the ob- 
jective would be the “underwriting of demand” to this extent. Excellent as 
have been some of these “resource development” studies in canvassing the 
problems and prospects of fuller utilization of resorces, their outstanding de- 
ficiency has been the neglect of cost factors. This deficiency, a serious enough 
limitation from ahy viewpoint, becomes crippling in the context in which the 
public works program is here advanced. Nevertheless there is no attempt to 
overcome the deficiency. Indeed, it is not even recognized. In only two in- 
stances in the entire report is any mention made of cost considerations, and 
even then (pp. 11 and 15) they are referred to quite casually and incidentally. 
Yet if, as the Board believes, “after the war our free enterprise system . . 
will demand constant assistance from government .. .” (p. 4, italics added) 
in order to overcome an assumed chronic deficiency of purchasing power, 
would it not be imperative, if national bankruptcy were to be avoided, to 
scrutinize closely the cost-yield relationships of projects upon which public 
funds are to be poured out? 

Finally, in the third major division of its postwar program, the Board 
sketches the outline of a plan for an extension of the social security system 
and of public welfare services. This is the part of the program, the so-called 
“cradle-to-grave” insurance project, which has evoked the most bitter attacks 
in the press and in Congress. Yet there is nothing even resembling a radical 
departure from established precedents, or indeed from current policy, in the 
Board’s recommendations under this heading. The inclusion of health and 
disability insurance along with old age pensions and unemployment insurance 
appears to afford slight occasion for the violent denunciations which have 
been heaped on the Board in this connection. Nor is anything suggested by way 
oi an expansion of educational and public health services which should give 
ground for alarm, even among the D.A.R. 

It is only in so far as the execution of these projects is tied up with the 
plans recommended in the second major division of the Board’s program— 
‘or stabilizing national income by unstinted governmental expenditures—that 
a solid basis exists for criticism. The Board appears to be unaware that in 
adopting the Keynes-Hansen thesis it became incumbent on it to undertake 
a definition of the standards, limits, and scale of fiscal responsibility contem- 
plated. Nor is any serious effort made to analyze the economic implications 
ot iederal government commitments of the character and scope indicated. The 
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impression conveyed is that in the Board’s view the borrowing capacity oj 
government has no limits, 

In conclusion, this “Report for 1943” is in a very real sense an essay in 
construction. It represents a sincere effort to sketch the framework of a post. 
war society which, by affording adequate opportunities for the realization of 
democratic aspirations, will be reasonably stable and pacific. But the Board 
seems not to have appreciated that, in sponsoring a program of (domestic) 
“collective security,” there devolved upon it an obligation to show plainly 
and concretely how the costs of such an undertaking could be met, how it could 
be managed, consistently with the preservation of the democratic institutions 
and ideals to which it avows its loyalty. 

Obviously the several “survey” studies (such as those on Water Re. 
sources, Transportation, Social Security, and Urban Planning) on which the 
recommendations of this report purport to be based, useful as they are for cer- 
tain purposes, furnish no answer to these vital questions. It is one thing to 
survey “national resources,” actual and potential, used, misused and unused, 
and to catalogue optional methods or directions of their utilization. It is an- 
other, and quite different, thing to devise a pattern of organization and control 
calculated to insure their wise and prudent use. Indispensable though surveys 
and catalogues are, something more is required for drafting a salutary policy 
of social and industrial reconstruction. Unfortunately, evidence of this “some- 
thing more” is lacking in the N.R.P.B. Post-War Plan and Program. 

Myron W, 

New York University 


Postwar Economic Problems. Edited by Seymour E. Harris. (New York: 
McGraw-Hill. 1942. Pp. xii, 417. $3.50.) 


This book is a symposium by 23 authors on the problems of our post-war 
economy. For the majority of the writers it is also a manifesto of a very 
definite credo of the shape of things to come: “We have to make up our 
minds as a nation that we will not permit a postwar depression to overwhelm 
us. We do not have to take economic defeat after the military victory is won. 
We can, if we will, maintain business prosperity. We can sustain a continuing 
demand for goods. We can keep industry going at high levels. We can maintain 
substantially full employment” (p. 13). “Private business can and will do 
the job of production. It is the responsibility of government to do its part 
to ensure a sustained demand. We know from past experience that privale 
enterprise has done this for limited periods only” (p. 14). Thus does Pro 
fessor Alvin H. Hansen state the leitmotif of the credo. If the 23-man orchestré 
has but three or four players who do not fully harmonize with the /eitmot), 
this may be due to, let us call it, a slight bias in Professor Harris’s selection 
of writers, Perhaps it may just reflect the fact that the Hansenites have 4 
numerical advantage among the latter-day economnists, or that they enjoy the 
advantage of having a specific credo to express. 

One should guard against underestimating the force of a credo. Animals 
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live by their instincts and in doing so are immune to theory. Humans, given 
“reason,” tend to succumb to “reasoning” if it is only repeated often enough. 

The Keynes-Hansen theory, stripped to its fundamentals, states that, as 
private enterprise has failed to ensure a sustained demand, public investment 
and policies directed toward increasing consumption and discouraging private 
savings are the solution to our troubles. That such policies lead to unbalanced 
budgets and an ever-growing public debt is either ignored by the more 
hypocritically inclined who still give lip-service to the old-fashioned idols, or 
faced with perfect poise like that of Professor Harris by proof that a public 
debt of 4,000 billion dollars is nothing to get scared of (p. 184). While 
Professor Harris thus outdoes Professor Hansen by a considerable margin in 
respect to his bold approach to the question of the burden of the national debt, 
he advocates ‘‘taxes which fall especially on the well to do” (p. 4), but ap- 
parently less for the purpose of meeting budget deficits than for the cause of 
‘redistribution of wealth.” Professor Hansen, in contrast, wants a “broadened 
tax base” and “less reliance on the corporate income tax” (p. 21). 

The reasoning behind the credo is somewhat obscure when Professor Harris 
states in his introduction: “The authors agree, well-nigh unanimously, that, 
if private enterprise does not provide a high level of employment and a 
reasonably high standard of income, government intervention is imperative. 
Capitalism is doomed if the experience of the thirties is repeated” (p. 4). Two 
questions naturally arise in the reader’s mind, 

1. Have the thirties proved the case for or against deficit spending? 

According to Professor Hansen, “The idleness of the decade of the thirties 
was responsible for the loss of $200 billions of income” (p. 15). He evidently 
seems impartially to blame President Hoover for what he did not do and 
President Roosevelt for what he did do. Later (p. 22) Professor Hansen centers 
his criticism of New Deal spending on its hand-to-mouth character: “No one 
knew where it was going or when it would end. . . . Sporadic public expendi- 
tures, no matter how large, will induce little or no private investment, but a 
public-development program extending over many years and designed to open 
private investment outlets could profoundly influence investment decisions.” 

While Professor Hansen thus puts the blame for the thirties on the in- 
consistency of public spending, Professor Slichter on the other hand finds 
fault with federal tax policies of the last decade, which have “developed in such 
a way as to bear heavily upon profits, to produce an unfavorable shift in the 
investment function, and to limit employment opportunities” (p. 256). 

Professor Bissel talks of the “lamentable thirties” and takes issue with 
Keynesians “who hold that the great depression signalized the major break 
in American economic development.” “Prior to that time, they admit oppor- 
tunities for private investment had, on the average, been adequate to maintain 
reasonably full employment in a reasonably high level of economic activity. 

_. But 1929 marked the end of this era. Thereafter we might expect to 
suffer from a secular stagnation due to a chronic deficiency of investment 
opportunity .. .” (p. 86). After disposing one by one of the “mature economy” 
arguments, Professor Bissel suggests that “an unfriendly political climate and 
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the unrest in the labor market may explain in part the failure of long-term the adn 
investment to revive” (p. 89). It is only logical, then, that Professor Biss! process 
should finally conclude that “the thirties may turn out to be a depressed On ti 
decade separating two long periods of high investment activity” (p. 90), Hansen 
2. While we are thus still wondering about the significance of the “lan. ment d 
entable thirties,” we cannot help being somewhat suspicious of the choice (p. 22) 
between the private enterprise system and “government intervention” x effective 
held out to us in Professor Harris’s statement quoted above. Wher 
Are the red-blooded Keynesians really willing to delay government inter. majorit) 
vention, i.e., “policies directed toward increasing consumption and discourag. be give: 
ing private saving” (p. 15), until business has shown that it can provide high- await t! 
level employment? Can private enterprise be expected to reach this goal in to expec 
an economy characterized by “an active labor policy” and “taxes which {all to dem 
especially on the well to do”? The | 
Professor Slichter fears that “Union wage policy will tend to keep the adherin 
prospect for profits unfavorable, because unions will press for wage increases views a 
despite the continuation of price controls” (p. 245). Professor Slichter rightly that the 
points out that “profits and payrolls almost invariably move upward and larly di 
downward together and in such a way as to suggest that for each change of Worl 
1 billion in the prospects for profits there are corresponding changes of about system, 
2 to 5 billions in the amount which employers are willing to pay for labor’ “anti-b 
(p. 254). And again, “sooner or later labor will discover that it has an even a 
greater interest in taxes on profits than do business owners, for the simple 2. In 
reason that a change of $1.00 in the prospects for profits produces a change seizure 
of several times that amount in payrolls” (p. 257). Professor Slichter then econom 
adds, obviously with a mixture of regret and hope, that “labor does not 3. T 
know this fact yet, but labor cannot be expected to remain ignorant of it order 1 
forever.” deficit | 
The reviewer fully shares the opinions of Professors Bissel and Slichter mufti, | 
as to the crucial importance of a favorable climate’ after the war. He als 4, T 
shares Professor Schumpeter’s fear of “capitalism in the oxygen tent” (p. 123), group ¢ 
but he is more sanguine in his belief in the chances the people have to deal springs 
with the “inherent strength of the vested interests of the bureaucratic ap hot me 
paratus of the Federal Administration” (p. 122). After all, who foresaw the necessa 
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sudden demise of the National Resources Planning Board and of the Guffey 
act—to cite but two examples of the power of the people reflected in the recent 
anti-bureaucratic mood of Congress?? While the reviewer feels more symp* 
thetic to Professor Slichter’s view that “the rise of administrative government 
may be harmful to democracy because the public may require time to convert 


* Professor Bissel’s requirements of such a climate are “That fiscal policy, taxation 
policy, the policies of local, state and Federal regulatory agencies, the powers of the ant 
trust division, the activities of public enterprises (such as the TVA, municipal power 
plants and water systems, state highway departments), and even the sacred and untouch- 
able activities of the Federal Government toward labor relations and agricultural subsidies 
should be designed to create conditions favorable to enterprise and investment” (p. 109). 


*In selecting for citation the National Resources Planning Board and the Guffey ct 
the reviewer does not imply any appraisal of their merits. 
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the administrators from masters into servants” (p. 257), he hopes that the 
process will not take “a generation or two.” 

On two issues the reviewer finds himself in close agreement with Professor 
Hansen: (1) After business has been given every chance and failed, “a govern- 
ment development program designed to open private investment outlets” 
(p. 22) must be the alternative, (2) Such a government program, to be 
effective, should take the form of long-term planning. 

Where the reviewer differs from the Keynesians, and therefore with the 
majority of the 23 authors, is that he pleads that the free enterprise system 
be given a real chance. This would require that the Keynesians sit back and 
await their possible chance to say: “I told you so!” This may be too much 
to expect of human nature. After all, the Keynesians are straining at the leash 
to demonstrate what they can do if given a free hand. 

The foregoing outlines the conflicting views of the majority of the writers 
adhering to the Keynes-Hansen school and of the dissidents. This clash of 
views appears by far the most crucial issue raised in the book. It is regrettable 
that the many valuable suggestions made in the other essays cannot be simi- 
larly discussed. 

World War II has set in motion strong forces inimical to the free enterprise 
system, in spite of the fact that the “political climate” today is probably less 
‘anti-business” than at any time since 1933. Among these forces are: 

|. The centralized direction of the economic effort called for by total war; 

2. Interference with the price-making process and such steps as government 
seizure of the coal mines, both of which mean long steps toward a “guided 
economy”’; 

3. The fact that the greatly increased amount of production to government 
order may be interpreted by many as showing the feasibility of “budget 
deficit prosperity”—a large percentage of the population, in uniform and in 
mufti, is becoming used to being paid by government check. 

4. The fact that a large section of the most self-reliant and aggressive age 
group of the male population, from which normally the entrepreneurial spirit 
springs, has been transferred out of the world of business into activities 
not measured by economic standards. This condition, by itself, does not 
necessarily mean that once the war is won the young men returning to civilian 
ule will not create a tremendous impetus to expansion, They did so after 
World War I. It will depend entirely on the “economic climate” into which 
they return. 

If private initiative can flourish, the returning youth of the country will 
take the ball and run for a goal. But if the climate is unfavorable, if labor and 
‘ax policies make the outlook for profits uncertain or even decidedly poor, 
i tisk capital for small and medium business is unavailable, the returning 
veterans will, with a great deal of justification, demand that government 
create jobs. They will have enough coherence to exert pressure which no 
Congress could resist, even if their large vote should not of itself be enough 
r even if no other voters should be sympathetic to their demands. Thus, 
Clearly, the post-war period of readjustment will not allow for any lengthy 
“me of deliberation. If private enterprise cannot absorb the job-seekers, 
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voters will not analyze whether the “economic climate” is at fault, whethe 
lack of working capital, lack of credit facilities, or too high taxes on profits 
are to blame. The voters will demand jobs and a harried Congress my 
authorize a government investment program to create these jobs. 

If we then enter upon the realization of the Keynes-Hansen theory, th 
public debt will grow rapidly and we will be told that as long as the “whok 
family” is working, the mortgage on the old homestead is owned by ow. 
selves. But if we are to be bold to face a brave new world, why not be les 
reckless with our future? Why not use the “whole family” argument and 
improve the incentives for initiative and the investment of venture capital by 
reducing taxes on enterprise profits, even at the expense of, for the time being 
an unbalanced budget? If this policy should not sufficiently unleash forces in 
the free enterprise system that were restrained during the “lamentable thir. 
ties,” the Keynesians should have their inning. Then the “new philosophers 
of public debt” would have to make the unenviable choice between regi- student 
mentation and inflation. general 


R. M. WEIDENHAMMER This 

Washington, D.C. The pr 
journal 

Problems of Post-War Reconstruction. Edited by Henry P. Jorpan. Fore- ays 
word by STEPHEN Duccan. (Washington: Am. Council on Public oestages 
Affairs. 1942. Pp. xix, 292. Cloth, $3.25; paper, $2.75.) hae 3 
There are fundamental issues relative to national policies and to inter- is pron 
national relations which must be analyzed carefully in order to lay adequate this so. 
foundations for our post-war policies. Manifold measures will have to be have b 
adopted promptly in order to save the world from chaos. If these measures Turn 
are adopted under pressure of events, without being integrated into a wider particu 
pattern, we may miss the opportunity of ever reaching our ultimate goals. careful 
Hence the importance of wartime discussions of post-war policies. Hence Princip 
the activity of the many groups, organizations, committees and councils be con! 
dealing with post-war affairs. Hence, also, the opening up of the academic culatioy 
“ivory towers” to the discussion of these urgent issues of the future. — is a ve 
The volume under review is the result of a season’s work of the Seminar which ; 
on Post-War Reconstruction Problems, set up in the Graduate School of New writes 
York University. The thirteen essays that compose it are presumably papets unfortu 
read before that seminar. While the book was published in 1942, the essays dinarily 
composing it seem to have been written before Pearl Harbor. This {2 The 
which it is important to remember in reading the book, is not clearly indicated very wi 
in the introduction. Nevertheless, a book of this type is interesting eve0 tition | 
after it has ceased to be entirely timely. It reflects points of view and attitudes sympos 
which may have changed under the impact of events, but which may retu™ by Eco 
to the surface in the future. and ree 
It is very important that a symposium have a fundamental unity of outlook, politica 
particularly if it is intended for the general public. That unity 1s rather breathl 
sadly missing in the book under review. Liberal and socialist ideas app Two 
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various essays, leading to contradictory points of view on the questions of 
apitalism, of free trade, of private property. Worse than that, certain authors 

em not to be clear about what should be the basic hypothesis of any essay in 
ealing with post-war problems, namely, who will win the war. This is particu- 
arly striking in the essay by Mr. K. J. Deacon on “Regional Divisions of In- 
ustry and Agriculture” (p. 60), and in the editor’s (Professor Henry P. 
ordan) own essay on “Hemisphere Policy as Implemented by Economics” (pp. 
154-55, 163). 

To be sure, in 1940 or 1941 there were advocates of a negotiated peace and 
pessimists who believed in the nazis’s victory, or at least in the impossibility 
of displacing Germany from Europe. Nevertheless, there should have been a 
unifying editorial job done before the release of the volume, in order not to 
leave in the reader’s mind some very perplexing questions as to the assump- 
tions made by some of the authors about the outcome of the war. To a fellow 
student of the writers, this book will be stimulating and challenging. To the 
general public, it will most likely be somewhat bewildering. 

This raises a question of the general usefulness of this type of publication. 
The professional reader will find more technical material in the specialized 
journals and other sources than he would in a symposium. For the general 
public, on the other hand, this kind of symposium is not sufficiently well knit 
and integrated. It is deplorable for the public to get the idea that “experts” 
come out into the open before they have achieved clarity themselves on the 
issues which they attempt to elucidate to the laymen. The present reviewer 
is prompted to make such general comments by the frequent recurrence of 
this sort of reflection upon reading other similar collections of articles that 
have been published in the last few years. 

Turning to the detailed contents of the book, several articles need to be 
particularly emphasized as informative, well organized, and worthy of 
careful study. Professor Eagleton’s introductory essay on ‘Fundamental 
Principles and Problems” gives a broad view of the issues with which we will 
be confronted at the end of the war, and in itself deserves a very wide cir- 
culation. The essay on “The Future of the Small States,” by Oscar J. Falnes, 
is a very welcome defense of the function and mission of smaller countries, 
which are so frequently under fire by advocates of large blocks. Dr. Aufricht 
Writes with competence on “The European Minorities Problem,” although, 
uniortunately, he does not leave one with a clear idea as to how that extraor- 
dinarily intricate question could be successfully settled in the future. 

The Western Hemisphere receives a separate section in the volume, with a 
very workmanlike study by the late Professor D. W. McConnell on “Compe- 
tition for Latin American Trade,” which is one of the best chapters in the 
‘ymposium, and also Professor Jordan’s “Hemisphere Policy as Implemented 
dy Economics.” On the other hand, Professor Hula, discussing the “Utopian 
and realistic elements” of Pan-Americanism, tries to compress too many legal, 
political and psychological questions into twenty pages, leaving the reader 
breathless and not at all clear about what is the upshot of the argument. 

‘wo articles are not only on the pessimistic side, but leave the reader help- 
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less and hopeless, which is strange in a book obviously intended as a source oj 
supply of constructive and positive ideas. Professor Howard Becker entitles 
his essay “After the Deluge,” but leaves us without a trace of a rainboy. 
The world after the deluge is apparently going to be a world of state capital. 
ism and of autarchy. To this reviewer, this means a world of dictatorial 
rule and of international strife. To quote Professor Becker, “autarchy, albeit 
co-existing with a certain amount of international trade, holds the keys to 
the future” (p. 28). In the gloomy world he envisages, even “the current 
demand for a ‘moratorium on science’ makes sense” (p. 31). The assurance 
that “it is entirely possible to have a greatly increased degree of political and 
economic control without relinquishing the essence of the democratic way of 
life” (p. 38) comes as a very modest comfort when unsupported by either 
argument or evidence. The experience of the twentieth century seems to give 
very little support to such hopefulness. The emphasis on autarchy, which is 
one of the dominating themes of his article, stands not only in contradiction 
with the demand for international economic collaboration voiced by other 
authors, but can hardly be reconciled in the light of both reasoning and ex- 
perience with any expectation of a world order. 

The concluding essay of the book, “War as a Peace Dynamic,” by Pr- 
fessor Charles Hodges, raises a great many disquieting questions connected 
with the inevitable difficulties resulting from a survival of power politics 
after the war, but does not provide any of the answers which the anxious 
reader would surely expect to find. Is the next peace irretrievably lost even 
before we have won the war? A book dealing with post-war reconstruction 
should hardly end on such an unanswered question. 

Finally, the chapters which, for the readers of this Review, will be o! 
greatest interest are those dealing with economic questions. While economic 
considerations intervene at various stages of the discussion, they are not 
given very detailed consideration other than in two excellent chapters: “The 
Gold Problem and the World Scene,” by George S. Hirschland, and “New 
Methods of Trade Policy,” by Richard Schueller. These two essays make the 
volume interesting to an economist. They are both thorough and painstaking 

Dr. Hirschland favors monetary internationalism, “In an atmosphere of 
international codperation, the customary objections to the gold standard wil 
lose point. ... What we must strive to create is an efficient machinery for © 
érdinating the monetary policies of different countries. . . . The need is {ot 
codperative policy-making within the framework of the gold standard. . .. 
The present alternative to the gold standard is an economic nationalist 
which is incompatible with the aspirations of the peoples of the world for 
liberty and permanent peace.” 

Dr. Schueller’s article is concerned very largely with the question of 
customs unions, regional patterns and arrangements, and so on, and B! 
stimulating, well balanced, and wise discussion of these important and intricl® 
questions, 

The other two essays in the “(Government and Business” section of the book 
are less satisfying. Professor Lois MacDonald is very much concerned W! 
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the alleged incompatibility between capitalism and free trade, and tends to 
underestimate the forces of economic nationalism which emanate from socialist 
planning. Her emphasis on the need for a unified world economy is very 
timely, though insufficiently implemented in detail. In this essay, also, there 
is no clear hypothesis as to the outcome of the war, which, as suggested earlier, 
is a very serious handicap. Dr. MacDonald’s emphasis on the establishment 
of domestic order in the various countries of the world as a factor of inter- 
national stability is very much to the point and worthy of considerably more 
detailed elaboration. 

Finally, Dr. Pinney’s essay on “Property and the International Order” 
is suggestive, but not convincing. Like Dr. MacDonald, he believes that there 
is conflict between international economic collaboration and corporate enter- 
prise, but he is inclined to go further than she in his criticism of capitalism. 

The reader who works his way through this volume will have to carry out a 
considerable process of elimination and selection. After he has done so, he 
will be left with quite a few suggestions, ideas, and views, some of the latter 
controversial, which will make his effort worth while. The book would not 
be suitable for either the general public or classroom use. 

MICHAEL A. HEILPERIN 

Hamilton Collexe 


The Nazi State. By W1Lt1AM EBENsTEIN, (New York: Farrar and Rinehart. 
1943. Pp. xi, 355. $2.75; college ed., $2.00.) 

Those who look for the sensational in their reading of studies of nazism 
have been very well served during the recent years in the writings both of a 
large and highly competent body of newspaper correspondents, “eye wit- 
nesses,” and of authors with more scholarly interests, both native and ex- 
patriate. The most sensational feature of this book is its title, although 
this may not become apparent until the contents have been digested. For, 
having told us that he is about to discuss the “nazi state,” Professor Ebenstein 
proceeds to demonstrate calmly, but with an unanswerable logic almost cruel 
in its directness and accuracy, that the concept is an impossibility, that it 
is a contradiction in terms, that the two words can have no possible asso- 

ation, and that “nazi” and “state” have no right to stand next each other 
in wre mind, not to speak of print, Here the sensational, as originating with 
the author, ceases. 

Mr. Ebenstein is a professor of political science at the University of Wis- 
consin. He is a most careful workman and, while he has dispensed with the 
usual cumbersome paraphernalia of scholarly writing, he has handled his 
material in a manner to satisfy the most exacting of scholars, and at the same 
time to invite the attention of the general reading public. He has drawn this 
material entirely from Nazi sources—scientific journals, monographs, laws and 
edicts, regul ations and orders—all of them dating from the actual political 
arrival o { Hitler and the imposing of nazism on Germany. Thus he has made 
the foremost and authentic Nazi spokesmen condemn nazism out of their own 
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mouths. Perhaps it would be better to say that he has permitted them s0 jp Th 
condemn. For Mr. Ebenstein does not anywhere in his book ask us to accent rende 
any conclusions at which he may have arrived; indeed, he does not sugges the hi 
that he has arrived at such conclusions. Yet the discussion inevitably force policy 


conclusions as the reading of it progresses. This is masterly work. this c 

Beginning with an argument over the legality of Hitler’s appointment by This : 
President von Hindenburg, the author carries us through several chapters in fess te 
which he subjects to a careful scrutiny the fundamentals of nazi politics, histor 
the structure of national, state and local governments, the fundamental they 


organization and development of the Nazi party, and the operation of lay yoke 
and justice. For the reader with mind untrained to grapple with bizarre the at 
political concepts and ideologies the reading here makes rather stiff going nazisr 
This is not due to any fault of organization or interpretation, but to the rather broug 


academic nature of the discussion and to the very close packing of facts The 
and ideas almost unintelligible to citizens of this hemisphere. has bi 

The following chapters are devoted to the nazi method of harnessing and and b 
moulding public opinion—propaganda—and to subjects which may be the fir 
grouped under the rather misleading term “culture.” It is in these chapters facts | 
that the author is at his best. Actually the decline of German culture is are ar 
depicted: the falling off in the number of schools and of teachers and of Europ 
quality of instruction; the diminishing of library facilities since the coming of sta 
of the nazis; the vitiating of material for study and the consequent toppling seek € 
of educational standards generally. The argument is here bulwarked with 4 right | 
wealth of detail—lists of forbidden books, features of the party schools, and to the 


the various devices set up to shackle German youth with the new ideologies. “after 
A searching examination of nazism as it affects religion is the burden of one one ht 

chapter in this division. Opening with the religious philosophy of Hitler as 

defined in Mein Kampf and its incredible development by Alfred Rosenberg Itha 


in Der Mythus des 20. Jakrhunderts, Mr. Ebenstein goes on to instruct us in 
the neo-paganistic nonsense of which General von Ludendorff was one of the 
principal exponents until his death in 1937. It is, as the author says, most 
unfortunate that Rosenberg’s “monstrous” work has found no English trans- 
lator. The book is a long one and the labor of translation—by reason of various Dr. 
technical difficulties—not lightly to be undertaken. Nevertheless it is to be Britist 
hoped that the task of translation and editing will attract some capable resour 
scholar. It should be invaluable to a more dispassionate study of the naa of mol 
aberration in future years by historians now inevitably emotionally affected tailme 
by current events. Althot 

The struggle against organized Protestantism and Roman Catholicism, 1943, 
with its attendant outright violences, has been ably treated in the space which occasi 
the author had to devote to it. This is a subject almost limitless in its ram The 
fications. In mentioning the Concordat with the Vatican which was adopted vitiate 
in July of 1933, Mr. Ebenstein expresses what might well be accepted ® fact. 1 
descriptive of all nazi engagements: “. . . to exploit the credulity and trust 0! (p. 16 
the treaty partner in order to scheme his destruction the more subtly and At anc 
decisively.” The historical attitude of organized Christianity in Germany ° 30 per 
set over against present conditions with great clarity. cent fi 
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The position of labor under nazism {fs given a chapter and the subject is 
rendered more intelligible and the discussion more valuable by an outline of 
the history of German industrialism. This is followed by a chapter on foreign 
policy with which the work concludes. No doubt can remain, after reading 
this chapter, that the roots of nazi policy drive well into Germany’s history. 
This should invite the careful and deliberate consideration of those who pro- 
fess to find in the nazis an entirely new and strange phenomenon in Germany’s 
history, utterly alien to the spirit and practice of the “good” Germans who, 
they confidently expect, will welcome a release from an unbearable nazi 
yoke and all that it has meant in affairs both internal and foreign. It is 
the author’s purpose, I take it, to show that the world-disturbing features of 
nazism have been for years characteristic of “normal” German politics, merely 
brought by Hitler and his associates into new and sharp focus. 

The importance of the Nazi State does not primarily lie in the fact that it 
has brought us new information. Everything here has been discussed before 
and by a variety of authors. What has been accomplished in this book for 
the first time, so far as I know, is a bringing together of all the worthwhile 
facts between two covers with a thoroughness and a keenness of analysis that 
are amazing. All those who thoughtfully contemplate a system for post-war 
Europe—and for us, for that matter—which will be free from the fallacies 
of statesmen characteristic of the history of the past century, will do well to 
seek enlightenment from this excellent work. Mr. Ebenstein has earned the 
right to fulfillment of his expressed hope that his work “will contribute .. . 
to the discussion of post-war problems. Catastrophe will be avoided,” he says, 
‘after this war only on condition that we accept German politics of the last 
one hundred and fifty years for what it is.” 

H. SCHAFF 
Ithaca, New York 


The British War Economy. By Mary E. Murpuy. (New York: Professional 
and Technical Press, 1943. Pp. xiv, 403. $2.50.) 


Dr. Murphy has attempted to present a picture of the major facets of the 
British war economy, All the familiar segments are here: mobilization of 
resources, labor policy, fiscal policy (inaccurately described as “conscription 
of money”), price control, rationing, concentration of production, food, cur- 
‘ailment of civilian supplies, transportation problems, and transition to peace. 
Although the Preface states that the volume covers the period up to January, 
1943, the book was published in January, 1943, and the material, except for 
occasional items, deals primarily with the period up to the spring of 1942. 

The volume contains a great deal of information but its usefulness is 
vitated by poor organization, inconsistencies, and many misstatements of 
fact. Thus, national income in 1942 is shown as £9 billion (n. 160), £5.1 
p. 163), and £6.2 billion (p. 202), with no attempt to reconcile the figures. 
At another place (p. 141), it is stated that earnings of workers increased by 
30 per cent from the beginning of the war to the end of 1941 and by 42 per 
cent from October, 1939, to July, 1941. The terms wages and wage rates are 
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used interchangeably, with the result that we find (p. 139) the “generg| 
average of wages” advanced 26 per cent up to January, 1942, and on th 
following page, “total wages” increased 69 per cent in a somewhat comparabl 
period. She obviously was referring to wage rates in the first instance and 


This re 
of cont 


An 1 

to total earnings in the second. eg 

Some typical errors of fact include: the allegation that “it is impossible for can be 
any Briton to earn more than £3,000 a year” (p. 200) although the effective upon 2 
ceiling is between £6,000 and £7,000; the Limitation of Home Supplies Order turnov 
is referred to as “an Act entered on the statute books” (p. 236) although it for thi 
was an order issued by the Board of Trade; the base date for control oj (Mar. 
non-food retail prices is given as April, 1939 (p. 244), instead of August 21, about . 
1939; it is stated that the Prices of Goods act “estimated a maximum price black r 
and a margin of reasonable profit for a list of specified goods” (p. 243) a “suppo 
though the act contains only a general grant of power; the data on food Dr. M 
prosecutions are represented as indicating the “food traffic in black markets’ “accuri 
(p. 260) although many of the offenses included by the Ministry of Food The 
have no relationship to the black market. The sections on rationing have many book n 
errors: rationing started in January, 1940, not in December (p. 270); coal 
rationing was only proposed, it was never placed into operation (p. 233); New 
ration books were used by consumers from January, 1940, not from July, 
1941 (p. 273); soap was not rationed on a point system (p. 234), etc., etc. 
etc. Victor) 

Some of the mistakes have covered a broader front than the detail noted 19 
above. Thus, the Goods and Services (Price Control) act of July, 1941, is Earl 
described as “the first major change in British general price policy since princip 
the inception of the war” (p. 245) although this resulted mainly in an appli- not ce: 
cation to non-food products of more comprehensive price controls, many ol He is a 
which had previously been used for food products. It also ignores the subsidy the wo 
policy which was introduced in December, 1939, and the general policy to develoy 
stabilize prices which was announced in April, 1941. The failure to give as a st 
adequate consideration to this latter development in policy is also reflected what ¢ 
in the method of presenting the price data, which are shown for a number of For on 
meaningless dates, thus making them virtually useless for an appraisal of the tomorr 
degree to which stability was achieved by price-control measures. In generdl United 
it might be noted that the author has given inadequate treatment to the prob- wishes 
lem of price control and subsidies. : at leas 

The British wage stabilization policy has been based upon the assumptiot _ «Unik 
that stability in the cost of living index would reduce the pressure for wag? import 
increases and obviate the need for fixing wages by government fiat. Dr. attemp 
Murphy states, “That this procedure was not wholly successful is indicated the po 
by the fact that the campaign for higher wages has continued unabated Accord 
(p. 250). However, the facts are that the Bowley index, which was increasitg of Am 
at the rate of 1 per cent monthly prior to the stabilization program o/ April the So 
1941, has been increasing about three-fifths as rapidly since that date and present 
about half of this increase has been due to a rise in agricultural and ming vm 


wages, required to induce labor to remain in these two critical occupations. 
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This record is especially favorable when it is remembered that, in the absence 
of control, wage rates could be expected to increase at a sharply accelerated 
rate as the war progressed, as they did during the last war. 

An interesting illustration of one of the many unsubstantiated statements is 
the conclusion that “the amount of money spent in black and legal markets 
can be estimated accurately” (p. 263; my italics). This conclusion was based 
upon a report that the black market was estimated to have an annual cash 
turnover of £156,000,000. The author fails to give the source or the basis 
ior this estimate. However, according to a dispatch to the New York Times 
Mar. 5, 1942), the figure was derived as follows, It was estimated that 
about £3,000,000 of currency “never gets back to the banks.” The figure of 
black market turnover was derived by multiplying this amount by 52, on the 
“supposition that this whole sum changes hands at least once a week.” But 
Dr. Murphy tells nothing of these calculations which are the basis for the 
“accurate estimates” of black market dealings to which she refers. 

The items cited above will indicate why this reviewer suggests that this 
book must be used with great care. 

JuLEs BACKMAN 

New York University 


Victory and After. By Eart Browper. (New York: Internat. Publishers. 
1942. Pp. 256. $2.00.) 

Earl Browder is not merely the head of a small political sect but the 
principal American spokesman of the communist world movement which has 
not ceased to exist after the formal dissolution of the Third International. 
He is a spokesman of great ability. While almost all other communist leaders 
the world over were content with repeating the Moscow slogans, Earl Browder 
developed a political style, if not a complete policy, of his own. His attitude 
as a standardbearer of American patriotism and American tradition is some- 
what overdone, but that is no reason to question its political significance. 
For one who speaks so much of Lincoln and Jefferson today it will be difficult 
tomorrow to recommend a proletarian dictatorship, Soviet style, for the 
United States or even for Germany or France. In all likelihood, Mr. Browder 
wishes for a post-war orientation of communist policies that would facilitate 
at least a temporary codperation with democratic forces. 

_ Unfortunately, Browder fails to see that frankness on both sides is an 
important requisite of a rapprochement and that no good can come from an 
attempt to spread illusions. The picture which he draws of the character and 
the policies of the American Communist party is not far from pure fiction. 
According to Browder, the Communist party in the United States is a group 
of American patriots who are convinced that socialism and friendship with 
the Soviet Union is in the interest of the American people. This group is 
presented as being by no means directed from abroad or motivated by other 
‘tan American interests. Far from intending to achieve its aims by revo- 
‘uuonary means, it gives “formal assurance” “that we will not raise any 
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socialistic proposals for the United States in any form that can disturb this 
national unity. To all those still haunted by the ‘specter of communism,’ y% 
offer the services of the Communist Party itself to lay this ghost” (p, 113), 
Because the formal assurance might be interpreted as referring only to th 
war period and non-communists might still be haunted by the specter of 
post-war communist revolution, Browder supplements his pledge by an offer 
of codperation to all groups interested in making possible the “solution of 
reconstruction problems, with a minimum of social disorder and civil violence’ 
(ibid.). 

If these statements were to be taken at face value, they would mean; 
change of the Communist party from a revolutionary group believing in 
dictatorship into a peaceful movement for socialism, This change would have 
to be more thoroughly explained if we were to trust in its completeness and 


durability. Nor is Browder’s denial of Moscow control of his party mad:- 


plausible. What he says to explain the attitude of American communists in 
the period between the outbreak of the war in Europe and Hitler’s attack 
upon the Soviet Union is in so obvious contradiction to facts that it doe 
not tend to establish confidence in his other assertions. Browder maintains 
that the communists opposed America’s entry into the war merely for fear 
that America might be beaten, because at that time the Soviet Union was still 
keeping out of the war and the antifascist coalition might therefore have been 
too weak: “History has proved that even with the Soviet Union fighting the 
most magnificent battle of all history om our side, even now we are not yet 
assured of victory! What if the American communists had helped throw the 
United States into this war with the Soviet Union still neutral! . . . such 
course might conceivably have delayed Hitler’s attack against the Soviet 
Union until he and his Axis partners had disposed of the United States’ 
(p. 109; italics in the original). 

If America was in such grave danger, and if the attitude of the Soviet 
Union in the eventuality of an American-German war was doubtful, then it 
was imperative for the United States to prolong British resistance agains! 
nazi Germany as much as possible. Lend-Lease should then have come earlie 
and should have been larger. America’s own armament cou!d not be rapid 
enough under those circumstances. Surely it was folly to believe that the 
United States would be able to purchase security from a nazi attack by é 
“neutral” attitude. The strongest moral and physical preparedness, the utmos! 
support of antinazi forces in Europe was then the need of the hour. 

Was this the policy of the Communist party of the United States? On tht 
contrary, the communists operated as the most effective striking force © 
American isolationism and false pacifism. Earl Browder himself warned 
America in the strongest possible language not only against military iter 
vention but even against moral and economic support of the English.’ The 
communists denounced the war as a “family affair” between capitalistic rivals 
and denied that the victory of one side was preferable to that of the other 
from an American point of view, Earl Browder preached “against this madnes 


*See, for instance, his speech before the MIT Peace Foundation, December 15, 1939, 
printed in The Second Imperialist War (New York, Internat. Publishers, 1940), P- 1%. 
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of armaments”? and the communist election platform of 1940 condemned 
the preparedness measures. 

This policy of the communists was undoubtedly of great service to the 
Axis. The communists, of course, did not love nazi Germany at that time 
any better than they do now. But Stalin stil! believed that he could make 
Soviet neutrality sufficiently valuable for Hitler to prevent an early nazi 
attack on Russia. The anti-British orientation of the Third International 
had the same purpose as Russia’s policy of supplying Hitler with raw mate- 
rials. Both measures were intended to convince the Nazi leader that he 
could put faith in the friendly attitude of the Soviets and would do well not 
to resort to hostile action against Russia. The American communists do not 
hesitate—as far as the outsider can judge—to comply with this requirement of 
Russian foreign policy. In the past, the primary goal of communist policy in 
the United States was support of the Soviet Union. There is no convincing 
evidence of a change. 

Although we shall do well to assume that the Communist party of the 
United States will serve the interests of the Soviet Union in the future as it 
did in the past, nothing can be gained by a red-scare mania. This is not the 
first time in history that allegiance to a creed has superseded national alle- 
giance. Earl Browder, whatever the objections to his policy and his histori- 
ography, at least is sincerely interested in keeping American-Soviet relations as 
friendly as possible. Few Americans will deny that this is a highly desirable 
goal. The elaboration of a modus vivendi with Russia will be greatly facilitated 
if men like Browder are spokesmen of the Soviet cause in the United States. 
It would be poor statesmanship to initiate a policy of persecution which would 
probably bring narrow-minded fanatics into the key positions of American 
communism, where they could do more harm in the crucial post-war period 
than at any previous time. 


CARL LANDAUER 


University of California 


Statistics; Economic Mathematics; Accounting 


National Income and Its Composition, 1919-1938. By Simon Kuznets. 2 vols. 
(New York: Nat, Bur. Econ. Research. 1941. Pp. xxx, 929. $5.00.) 

In a period when national income estimates form the basis for newspaper 
headlines and are the concern of the highest government officials, Professor 
Kuznets’s latest and greatest work occupies a position of special importance. 
Although the estimates which are currently quoted so widely do not stem 
directly from the Kuznets workshop but come rather from the Department 
0! Commerce, interested students will naturally turn to this comprehensive 
‘reatment of the theory and practice of estimating national income for the 


; Speech delivered by electrical transcription at Symphony Hall, Boston, Oct., 1941. Re- 
printed in The Way Out (New York, Internat. Publishers, 1941), p. 108. 
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answers to numerous questions. The answers are here given fully, Within 
over nine hundred pages—including more than two hundred tables—much 
valuable material, both methodological and factual, too often left in the files 
of research bureaus or in the minds of research workers—is here exposed to 
the scrutiny of income estimaters and interested onlookers. 

What is the nature and significance of national income and its major 
components? The reader of this two-volume work will find the answer in 
Part I, chapters 1 and 2, comprising nearly a hundred pages. What is the 
nature of the data and the procedure involved in combining them to produce 
the national income estimates? Here the answer can be found in various 
degrees of detail. Part I, chapter 3, and Part III, chapters 8 and 11, again 
totaling about a hundred pages, give a survey of the subject, while Parts lV 
and V, which together comprise over three hundred and fifty pages, provide 
supplementary information. In addition, the items which Kuznets has decided 
to omit from the estimates are carefully considered in the twenty pages of 
Part III, chapter 9; the reliability of the estimates is gauged in the forty 
pages of Part III, chapter 12; and a comparison is made with some of the 
other estimates in the thirty pages of Part III, chapter 10. What changes 
have taken place in national income and its composition in the inter-war 
period 1919-1938? Kuznets and his staff provide the answer in over two 
hundred and fifty pages which constitute Part II, chapters 4 to 7. There is 
also a detailed tabular as well as textual index. The evaluation of a compre- 
hensive work of this sort must necessarily be confined to a few only of the 
main points of interest. 


I. Nature of the Estimates 


Kuznets defines national income in the accepted fashion as “the net value 
of all economic goods produced by the nation” (Vol. I, p. 3). He points out 
that each term in this definition has both commonly accepted and contr- 
versial elements depending on time, place and person, The main emphasis is 
on the fact that the national income is an “appraisal notion,” that is, “it 
inevitably reflects the judgment of society at large as to what economic 
production is, a judgment that admits of several variants even for a give 
society at a given time” (Vol. I, p. xxviii). The various possible methods of 
appraisal involved in each term of the definition are considered in great detail 
Here Kuznets makes a number of decisions which must be kept in mind in 
any practical use to which the statistics are to be put. 

Valuation of Goods Not Appearing on the Market. One of the main prob- 
lems with which Kuznets deals is that of determining the “economic value 
of economic goods entering into national income. Here he uses market price 
on the grounds that “the yardstick of economic value is fashioned on the 
market place” (Vol. I, p. 21). He nevertheless recognizes that market prices 
are a somewhat defective yardstick. In presenting the defects Kuznets appea' 
to engage in some faulty reasoning. He points out that there are two diff 
culties in the way of using market price in evaluating goods not appearing 
on the market. First, consumers might not buy some of the goods they a 
consuming if they had free choice, Second, if the non-market goods wer 
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offered for sale the price might be lowered. “If this reasoning is valid, then 
the application of existing market prices to non-market goods overvalues 
them on two counts: first, because of the distinct probability that they are 
of lower quality than the market goods with which they are at all com- 
parable; second, because withholding them from the market may have 
served to maintain the prices of their exact counterparts at a level, relative 
to the prices of all other goods, higher than it might otherwise have been” 
(Vol. I, p. 23). 

In his second point Kuznets forgets that if the non-market goods were 
offered on the market, demand as well as supply would rise because demand 
as well as supply would be released by the transfer of the non-market goods 
to the market. To the extent that the first point applies, that is, to the 
extent that people might buy other goods if they had free choice, the increased 
demand might fall short of the increased market supply. Hence Kuznets’s 
second point is valid only to the extent that the first point holds and is not 
a separate factor making for lack of comparability between non-market goods 
and seemingly identical market goods. 

Valuation of Government Services. Perhaps the most questionable decision 
Kuznets makes is that involved in his treatment of government. He defines 
net income originating in government as government payments to individuals 
plus net savings (Vol. II, p. 815), and he defines net savings of government 
as the change in the security assets held by the government plus the net value 
of public construction minus the change in public debt (Vol. II, pp. 831-33). 
He claims that this yields an estimate of income originating more nearly 
comparable to other parts of national income (Vol. II, pp. 414-15). Kuznets 
therefore includes tax-financed expenditures and those debt-financed expendi- 
tures which are embodied in capital assets; he excludes those debt-financed 
expenditures which are not embodied in capital assets. Thus he adopts the 
so-called payment-price basis for valuing governmental services, where the tax 
revenues represent the payment price. The decision to adopt this treatment 
s made after an extensive discussion of the pros and cons and a recognition 
of the possibilities of the so-called cost basis (Vol. I, pp. 31-34). 

However great may be the advantages of this approach for purposes of 
symmetry, it has the disadvantage of giving an erroneous impression of the 
government contribution to national income. Kuznets excludes from national 
income those debt-financed expenditures which are not embodied in securities 
or public works. Thus he treats government as he would treat a consumer. 
Debt-financed expenditures not embodied in capital assets are considered 
to be dissaving. 

_ The disadvantage of this approach is that the resulting figures of national 
income and of income originating in government cannot be used in any 
causal analysis of fluctuations in national income. Both the government ex- 
penditures and the private investment expenditures provide income which is the 
basis ‘or further private consumption expenditures, in accordance with the 
multiplier principle. The question whether the government expenditures are 
nase in capital assets is of secondary importance in this principle. The 
“portant question is whether disposable income is created. To exclude from 
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national income monies received from debt-financed government expenditures These 
on non-capital items makes inapplicable the multiplier analysis or anything used in 
resembling it. The multiplicand is too low or is completely distorted. Kuznets’ any per! 
) willingness to allow the reader to revise the estimates to a cost basis if » investme 
inclined (Vol. I, p. 34) falls flat if the national income aggregates he derives impact. 
) and uses throughout the book are inapplicable to the widely-current type of current 
aggregative economic analysis. Kuznets himself applies his estimates to the restrictet 
) multiplier principle (Vol. I, pp. 270-71) even though his estimates are not would re 
appropriate to the purpose. national 
) The above criticism of Kuznets’s treatment of government should not added te 
leave the impression that either government expenditures as a whole or the There 
government deficit is the appropriate multiplicand of the multiplier principle. of govern 
If we use a period analysis' it becomes clear that the multiplicand (in so far services 
as it is a government item) should represent the net contribution made to governm 
national income by the government in the initial period. The total of goven- than the 
ment expenditures is not a correct measure of the government’s initia that pro 
“expansive”? impact on national income because the government may als price of 
have had an initial “restrictive’* impact on national income through its p. 426). 
taxation and borrowing program. On the other hand, the excess of expenti- higher tl 
tures over tax revenues (i.e., the deficit) is also incorrect as a multiplicand can only 
because it would imply that tax revenues in their entirety have an initial temporat 
restrictive impact on national income. Since the tax revenues may have degree o 
initial restrictive effects on national income far short of the amount of regardin; 
revenue involved (e.g., where the tax merely absorbs part of an abundant that taxe 
idle balance), it is not correct to deduct from expenditures the whole of Valuai 
tax revenues, i.¢., it is not correct to use the budget deficit.* The true govern- consump 
ment element in the multiplicand would be derived by adding together the on the u: 
initially-expansive elements in government expenditures and debt repayment be value 
and subtracting the initially-restrictive elements in government taxation and of produ 
borrowing. This yields the net expansive (or restrictive) impact of goverm- yardstick 
ment in the initial period and is thus the appropriate multiplicand of the price, wi 
multiplier principle.® or to co 
*Such as that illuminated in the article by Fritz Machlup, “Period Analysis and the Pare 
the Multiplier Principle,” Quart. Jour. Econ., Vol. 54 (Nov., 1939), pp. 1-27, and further ea 
applied in Professor Machlup’s, International Trade and the National Income Multiplier sale sinc 
(Philadelphia, Blakiston, 1943). creation | 
? The use of these terms in the present context is derived from A. F. W. Plumptres the curr 
article, “An Approach to War Finance,” Canadian Jour. Econ. and Pol. Sci., Vol. 7 (Feb, and pers 
1941), pp. 1-12. items wl 
* Loc. cit. penses, { 
*Cf., A. H. Hansen, Fiscal Policy and Business Cycles (New York, Norton, 1941), ? therefore 
190 n.; H. H. Villard, Deficit Spending and the National Income (New York, Farrat ané th 
Rhinehart, 1941), Part III; C. O. Hardy, “Fiscal Policy and the National Income,” 4”. € marl 
Econ. Rev., Vol. XXII (Mar., 1942), pp. 103-10; and J. W. Angell, Investment and Busines "This is 
Cycles (New York, McGraw-Hill, 1941), chap. 12 and p. 325 n. merce in r 
*In a statistical study the “net expansive (or restrictive) impact of government” could Valuin 
be approximate in only a very rough way because of the complicated theoretical issues difficulty. 
involved. 
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These comments refer to estimates of the government multiplicand when 
ysed in a period analysis. In obtaining the aggregate of national income for 
any period it would not be correct merely to add consumption and private 
‘nvestment expenditures to the figure for the net government expansive 
impact. The government item has already been reduced to the extent of the 
current restrictive effect on consumption and investment. To add the thus- 
restricted consumption and private investment figures to the government item 
vould result in an understatement of national income. Hence, in aggregating 
national income, the consumption and private investment figures should be 
added to the whole of government expenditures.® 

There is another questionable point in connection with Kuznets’s valuation 
f government services. In his treatment of taxes as payments for government 
services he suggests a novel theory of tax shifting: “Taxes are payments to 
sovernmental agencies for their services; and when they are notably higher 
than the cost of specific governmental services given in return, enterprises 
that produce goods like tobacco, liquor, and gasoline include them in the 
price of the goods, and their net income is usually not affected” (Vol. II, 
p. 426). Here Kuznets makes the criterion of shiftability whether the tax is 
higher than the cost of specific governmental services given in return. This 
can only with the greatest difficulty be regarded as consistent with con- 

mporary tax-shifting theory which relies so heavily on such conditions as 
legree of competition, elasticity of demand and other items. Moreover, in 
regarding taxes as payments for government services he is implicitly assuming 
that taxes in their entirety are based on the benefit principle alone. 

Valuation of Intermediate Consumption. Again, in evaluating intermediate 

nsumption, Kuznets seems to run into error as a result of his insistence 

n the use of market prices. He claims that intermediate consumption should 
be valued at market prices. “Since it is to be deducted from the total value 
of products to yield the net, it should be as far as possible in terms of the 
yardstick used for the full value of completed products—the current market 
price, with whatever modifications needed to adjust for changes over time 
or to cover uncompleted production” (Vol, I, p. 42). And he adds, “This 
conclusion is so obvious as to seem axiomatic.” 

The conclusion is neither obvious nor axiomatic for finished goods awaiting 
sale since income is produced by the process of marketing, through the 
creation of place and ownership utilities. The goods on dealers’ shelves acquire 
‘ne current market value only after they are transferred to the final place 
and person involved in the market. This requires the disbursement of various 
items which ultimately form income—salesmen’s salaries, advertising ex- 
penses, freight costs, etc. To value inventories at outgoing market prices 
‘hereiore distorts the income picture.’ In effect, profits are overstated since 
the market price is here obtained without allowing for the expenses of 


4 “This is the approach used in the British White Papers and by the Department of Com- 
werce in recent issues of the Survey of Current Business. 


,... uulng inventories of raw materials at incoming market prices does not result in this 
ncwity 
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marketing.* It would be more nearly valid to allow inventories to fluctuate 
in relation to market prices, but retaining a differential refiecting marketing 
expenses. 


II. Interpretation of the Estimates ty 
raily 0 


In spite of any differences of opinion which may remain regarding the Stat 
principles involved in making the estimates there can be no doubt that makes 
Kuznets’s final results form an invaluable contribution to the economic history Kuzne 
of the period. The reader is referred to Part II of the book for extremely format 
enlightening factual information on the relative importance of various con- cases | 
ponents of national income and the behavior of these components during the other 
course of business cycles. On the whole, Kuznets avoids any theoretical inter. f cor 
pretation of his statistics but from time to time he does draw implications on nation 
important current issues. There are a few instances where his theoretical rising 
analysis may be open to question. implic’ 

Trend Analysis. After describing the severe contraction following 1929, Alt! 
Kuznets says: “That this decline can hardly be considered an approximation suppol 
to the secular trend is seen when we go further back” (Vol. I, p. 138). He then figures 
considers the possibility that the downward movement will continue and he has pr 
suggests, “But it seems more plausible to view it as the downward phase of a priate. 
prolonged swing which may soon be succeeded by a resumption of the long he D 
term rise” (Vol. I, p. 139). atist 

This would seem to be a rather dangerous way to look at long-term trends. data 
The subject of trends in general, and of the future trend of the American Kalecl 
economy in particular, cannot be dismissed in so summary a fashion. In the Sav 
matter of trends in general the combined historical, theoretical and statistical and it 
approach of Schumpeter® suggests the complexity of the problem while, in the match 
matter of the future trend of the American economy, we must examine the Althot 
stagnation thesis and with it the whole of American economic development.” break« 

Prognostic Value of Business Savings Statistics. In his discussion of business he ne\ 
savings Kuznets suggests that statistics of business savings of an enterprise, of net 
“have a high prognostic value, since usually enterprises that enjoy large incom 
positive net savings demonstrate thereby their favorable market position and measu 
are likely to expand their activities in the future; while enterprises sustaining additi 
large negative savings will naturally be forced to curtail their activities. Wha! Thi 
is true of enterprises is, somewhat less directly, true of industries” (Vol. | the Ir 
p. 78). saving 

Again it may be suggested that Kuznets dismisses a very complicate’ causal 
problem in too casual a manner. If nothing else, his analysis is excessive!) 2 He 

Bur. E 

*It is conceivable that Kuznets has place and ownership utilities in mind when he speaks *Py 
of “uncompleted production,” but the context makes it seem more likely that he is refers ¥ Se 
only to form utilities. Americ 
*J. A. Schumpeter, Business Cycles: A Theoretical, Historical and Statistical Analyss 0’ “M 


the Capitalist Process (New York, McGraw-Hill, 1939), Vols. I and II. 
" Cf. Hansen, op. cit., chap. 1. 
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ex post. Investment depends largely on business expectations and on the 
availability of capital funds. The volume of business savings does, it is true, 
infuence both of these factors. But with sufficiently favorable expectations 
and with a receptive capital market, a firm need not be deterred from invest- 
ment merely by the fact of negative savings and it certainly will not “natu- 

y be forced to curtail” its activities. 

Statistical Testing of the Multiplier Theory. The application which Kuznets 


ale 


hat makes of his statistics to the multiplier theory deserves some attention. 
ory Kuznets finds that there is little relation between changes in net capital 
ely formation and changes in national income (Vol, I, pp. 270-71). In some 


cases the two change in opposite directions, as in 1924, 1926, 1928, 1933 and 
other years. He concludes that his estimates “fail to support an assumption 

f constancy in the ratio of changes in capital formation to changes in 
national income (or of capital formation to national income), in either the 
rising or declining phases of business cycles, a constancy that seems to be 
implicit in most discussions of ‘the multiplier’ ” (Vol. I, p. 271). 

Although Kuznets’s conclusion on the variability of the multiplier is 
supported by other studies, his analysis is inadequate since he uses annual 
figures and allows for no time lag. The discussion of the multiplier theory 
has progressed far beyond the stage where non-lagged annual data are appro- 
priate. Incidentally, the new quarterly figures of the National Bureau’? and 
the Department of Commerce’? provide the basis for a new attempt at a 
statistical testing of the multiplier principle.* Even with the use of annual 
data a result somewhat different from that of Kuznets was obtained by 
Kalecki through the introduction of a lag into Kuznets’s earlier figures.** 

Savings Embodied in Capital Formation. Kuznets defines aggregate savings 
and investment so that they are equal in any period. He then proceeds to 
match components of savings with corresponding amounts of investment. 
Although he is very careful in trying to avoid a misunderstanding of his 
breakdown of capital formation by savings components (Vol. I, pp. 276-77), 
he nevertheless says that the estimates ‘“‘do reflect approximately the shares 
of net capital formation, i.e., of real investment financed from the current 
income of different groups of enterprises and individuals. In that sense they 
measure the contribution of various types of savings from current income to 
additions to the stock of the nation’s capital goods” (Vol. I, p. 278). 

This statement and Kuznets’s whole discussion of the subject may give 
the impression of a direct causal relation between a given component of 
savings and a corresponding quantity of net capital formation. Such direct 
causal relation does not exist. In fact, the relation may be inverse: aggregate 


“Harold Barger, Outlay and Income in the United States, 1921-1938 (New York, Nat. 
Bur. Econ. Research, 1943). 
“Published in recent issues of the Survey of Current Business. 
# See yang Stone, “National Income in the United Kingdom and the United States of 
America,” Rev. Econ, Stud., Winter, 1942-43, pp. 1-27. 


Mt, Kalecki, Essays in the Theory of Economic Fluctuations (New York, Farrar and 
nehart, 1939), 
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net capital formation may be low precisely because individuals’ savings ay 
high. An individual’s savings may not only fail to contribute to inyestme 
but may actually detract from investment by restricting aggregate deman 
The equality of ex post savings and investment does not in any sense justi 
the implication that the components of savings measure the “contributign’ 
to net capital formation. As a result of Kuznets’s implicit assumption regari. 
ing the direct causal connection he has a difficult time explaining why ing. 
viduals’ savings were high in 1930 at a time when aggregate net capita 
formation was low (Vol. I, pp. 282-83). Under the more readily justifiahk 
assumption of an inverse causal connection between individuals’ savings ani 
aggregate net capital formation, the explanation follows with less difficulty. 

The outstanding merit of these volumes is that they record in full detail and 
in excellent form the problems, the fears and the doubts encountered in th 
unmatched income-estimating experience of Professor Kuznets and his staf 
Kuznets goes to the greatest pains in pointing out the pros and cons of each 
decision to be made and he bends backward in exposing the limitations of his 
estimates. The discussions of the statistical theory involved in income 
estimating are of the utmost value, the factual information constitutes a 
important contribution, and even the occasional ventures into economic 
theory, although not always happy, are an encouraging departure for the 
National Bureau as there is no doubt that the implications of a theoretical- 
statistical analysis can most safely be drawn by those who are most familiar 
with the limitations of the estimates themselves. The tremendous amount o 
thought and effort which must have gone into the books are well accounted 
for. The two volumes are a monument to the work of the National Bureau 
and they will remain for a long time the standard reference book on most 
of the intricacies of income-estimation. 

Harotp M. Somers 
The University of Buffalo 


Money and Banking; Short-Term Credit 


The Functions of the Commercial Banking System. By J. Brooke WILLS 
(New York: King’s Crown Press. 1943. Pp. viii, 225. $3.00.) 


Occasionally, when we think something is dead and buried, its ghost ris 
to haunt us. Between 1926 and 1932 the old 90-day self-liquidating com 
mercial loan—the idol of the commercial loan theory of banking and desig 
nated in the Federal Reserve act of 1913 as “eligible paper”—fell from 16 to’ 
per cent of all bank earning assets, while its volume contracted by 50 per cen 
After 1932 these loans were so negligible in importance that data on them 
were no longer published. The decline and fall of this type of asset was * 
pronounced by 1935 that the entire definition of “eligible paper” was ove 
hauled (and term loans recognized as legitimate) in the Banking act of 19° 
and subsequent supervisory regulations. Yet Mr. Willis’s book on banking 
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functions appeared upon the scene as late as this year, quaintly proposing 
that the banks limit themselves to this sort of lending, and staunchly advo- 
cating the belief that “the function of the banking system is to serve as a 
clearing mechanism to facilitate the exchange of goods rather than as an 
active agent for the promotion of price stability, capital formation, or deficit 
financing.” 

Mr. Willis strongly opposes the acquistion by banks of any assets which 
are not self-liquidating, which are considered medium or long term in nature, 
and which represent the financing of fixed assets (or government expenditure 
or fixed capital or consumer expenditure) as opposed to working capital. 
This argument rests on four main assumptions: (1) Money and credit are 
essentially different in nature (“Credit . . . means the power to command 
goods and services without actually possessing money”), and therefore 
banking “is regarded as a means of offsetting or clearing claims expressed 
in money.” Money is not recognized as such “until it has been so designated 
by constituted authorities as standard money or legal tender.” (2) The 
liquidity of the banking system is seriously endangered if the banker departs 
from the narrow path of “eligible paper” as once conceived. (3) Any other 
type of asset is too risky and unsound. And, (4) “. . . credit which is ex- 
tended on the basis of capital goods has an inherent tendency to cause 
S fluctuations in the level of prices.” 

The fundamental error in Mr. Willis’s arguments may be stated as follows. 
No bank asset, no banking system, in fact, is “sound” or “liquid” in and of 
itself; nor is any business concern or government security. The determin- 
ing factor in each of these cases is and must be the level of national income, 
and, even more important, the level of national income anticipated in the 
future, 

This vitally important consideration is never given adequate attention 
in Mr. Willis’s book. No form of money, no matter how it may be designated 
by issuing authorities, can retain its value unless it functions in a healthy 
economy. And similarly, bank credit cannot function unless there is enough 
confidence in the economy as a whole for depositors to entrust their funds to 
the banks and for one man to accept another’s check. The soundness of the 
vanking system does not depend upon the maturity date of its earning assets 
or necessarily upon the goods and services on which those assets are based; 
it depends upon a stable and high level of income and upon an environment 
in which sudden depreciations in the value of bank assets will not occur. 
Under such conditions liquidity is of secondary importance, and the banks 
aed only maintain sufficient liquid resources to meet normal cash demands of 
‘epositors and customers. Thus there is nothing inherently unsafe in a term 
‘oan, if the borrower has good earning prospects and the future is fairly 
certain and bright. Finally, we all understand enough about inflation by this 
lime to know that an expansion of bank credit based on capital goods results in a 
‘ise Of prices only at full employment, such as wartime, when the output of 
consumer goods cannot keep pace with the enhanced demand arising from 
tat bank credit expansion. 

If these counter-arguments are accepted, it then appears that a much 
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broader concept of commercial banking is possible. Any activity of ty 
banking system which promotes prosperity by that very process serves {) 
maintain the soundness of the banks. If the banks help to meet the demanj 
for capital goods, the resulting rise in the level of investment will increas 
employment and income, thus supporting the value of bank assets. If th 
banks purchase government securities to finance a program of deficit spend. 
ing—carried on to compensate for a deficiency of private spending—th 
banking system will retain its soundness because the economy will functin 
at a higher level of income and employment. 

This is not to say, of course, that the banks should make unsound o 
unnecessarily risky loans; they must under all circumstances avoid extending 
credit to borrowers who would be a poor bet under any conditions. But the 
criterion of soundness should be applied more to individual loans and less to 
any broad category. It is also of obvious importance that the banking systen 
and its depositors must be protected by such techniques as deposit insurance 
and a vigorous central bank which stands ready to support bank assets in 
the eventuality of a crisis. The banks can function only in an environment 
of confidence, and these procedures serve to create and maintain confidence, 
But it must be realized that an economic crisis does not result from the 
nature of bank assets; it arises from a decline in the prospective rate o! 
profit and the subsequent cessation of capital building activities. When that 
occurs any banking system would be in serious danger of collapse. It is there- 
fore incumbent upon the banks and the monetary authorities to see to it 
that the banks operate in a manner which will support the marginal efficiency 
of capital and the total volume of expenditure in the economy. 

Three chapters of Mr. Willis’s book, aside from those subsumed in the 
above discussion, are of particular interest, His opening chapter, a summary 
of the antecedents of contemporary banking functions, is extremely valuable 
Chapter VII, which is concerned with the changing character of commercial 
banking, ably traces the revolution in the nature of bank assets since the 
end of World War I. The chapter on bank capital not only emphasizes some 
important facts frequently disregarded by many of us, but also makes some 
provocative recommendations for public policy. 

PETER L. BERNSTEIN 

Washington, D.C. 


Accounts Receivable Financing. By RAyMonp J. SAULNTER and New H. 
Jacosy. Finan. research prog.: stud. in bus, finan. (New York: Nat 
Bur. Econ. Research. 1943. Pp. xv, 157. $2.00.) 

This volume is one of a series of studies in business financing, published 
under the financial research program of the National Bureau of Economic 
Research. As such it is naturally largely a factual record of this type 
financing, amply supported by available data. Estimates are presented whe" 
the data are not adequate to permit exact conclusions. 

The study is divided into seven chapters. Chapter I is concerned with t 
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development of accounts receivable financing. This type of financing is 
jefined and it is noted that the study is confined primarily to the financing 
of “open accounts receivable as distinguished from the financing of instalment 
notes receivable” (p. 17). The distinction between factoring and non-notifica- 
tion receivables financing is then made clear. Factors buy receivables “without 
recourse,” and the debtor is notified that payment is to be made to the factor 
directly. In non-notification financing, the debtor is not notified. This type 
of financing is the type usually performed by commercial finance companies 
and the commercial banks. Here the accounts are sold or assigned “with 
recourse” on the seller of the goods. He takes the risk of losses and returns 
of merchandise and the buyer of the goods pays him rather than the finance 
company or the bank. 

Factoring is a business of long-standing, while non-notification financing is 
a relatively recent development, especially with the commercial banks which 
have turned to this type of business in recent pre-war years, partly to assist 
customers whose credit standing was somewhat questionable and partly to 
put to use idle excess reserves. 

Subsequent chapters deal with the volume of receivables financing, institu- 
tional facilities for handling this type of business, the characteristics of 
clients, credits and associated services, policies and procedures, and charges, 
expenses and profits. These chapter headings are in large part self-explanatory. 
Only a few items will be singled out for further comment. 

Although estimates of volume of business for factors are given back to 
1928, attention will be given only to the 1941 figure, which amounted to 
roughly 1.15 billion dollars. Major finance companies are estimated to have 
done 466 millions of business in the same year. Loan balances outstanding 
ior commercial banks at the end of 1940 were 118 millions. Adjusting this 
figure for 1941 would bring it up to about 135 millions. This, however, is a 
year-end figure. Total volume for the year was probably close to 952 millions. 
In other words, for all three types, total 1941 receivables financing was in 
the neighborhood of 2.6 billion dollars. This amount, while substantial, is 
naturally small in relation to total business loans. 

On the investigation of credit risks, it should perhaps be noted that 
lactors have to be more exacting than the non-notification financers since 
they take the risk of loss. 

_In the past the factoring companies have dealt largely with the textile 
industry, while the commercial finance companies and the banks have a 
more diversified list of clients. Some factors recently, however, have entered 
a wider field. 

In conclusion, it should be pointed out that the study under review is a 
valuable one to students of finance. The National Bureau’s studies in various 
specialized types of business financing, information on which has been, at 
ast to a large extent, unavailable, have been and will be a real contribution 
0 students interested in the financing of business enterprise. 

FREDERICK A. BRADFORD 

Lehigh University 
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Business Finance; Insurance; Investments; Securities Markets 


College and University Investments and Income, 1925-41. By J. Harvey Cay, 
(Washington: Am. Council on Educ. 1942. Pp. v, 29.) 


If you were the financial officer of a college or university how would you 
invest its endowment funds in these years of great economic and social change? 
This is the prime question answered by the latest publication in the financial 
series sponsored by the American Council on Education. Commencing in 
1937, the Council began publishing selected reports of its committees and 
studies of its staff. The publications were grouped in several series each dealing 
with different problems of American educational institutions. Series III con- 
prising the Council’s Fnancial Advisory Service treats with the problems of 
finance. Twenty studies in all have been issued to date, covering college and 
university financial practices and problems. Included among them are studies 
of educational finance, accounting methods, business organization, inventories 
of plant assets, real property depreciation, and investment experience. 

The Council’s publications devoted to a statistical and interpretative review 
of college and university investments and income are particularly valuable 
The latest of these, prepared by J. Harvey Cain, former director of the 
Council’s Financial Advisory Service, covers the 16-year period 1925-41. Here, 
concisely packed in 29 pages, is the investment experience of various groups 
of educational institutions widely distributed about the country, The story 
told by the figures is a significant one. It will be of interest not only to college 
financial officers but to all who are interested in the administration of institu- 
tions in many fields whose common problem is where and how to get the 
best results out of investment funds in these days of precarious finance. 

Colleges and universities invest the bulk of their endowment funds in four 
major fields: bonds, stocks, mortgages, and real estate. Investments in plant, 
loans to other funds, and miscellaneous commitments make up the balance 
of their portfolios. What general trends emerge from this 16-year experience, 
particularly from the influence of the great changes in the last decade? 
Holdings of bonds and mortgages have decreased while investments in stocks 
and real estate have increased. The movement from bonds to stocks sects 
to be fairly general in the holdings of utilities, industrials, and rails. While 
slight increases have been made in holdings of preferred stocks, by far the 
greatest increases are in the common. Purchases of federal government bonds 
are rising, but the condition is probably too recent to provide settled data 
on the full state of affairs. As shown in other studies and confirmed in this 
one, the average rate of return on endowed funds dropped to its lowest poll! 
in 1932, which is generally considered to mark the bottom of the Grea! 
Depression. But as between 1939 and 1941 a slight fractional gain in the 
average rate is registered, the figure rising from 4.03 to 4.07 in the yield. 

The uncertainty of the times is not only reflected in the turn from on 
type of security to another, as from bonds to stocks. It also shows up in the 
general make-up of the entire portfolio, Here, despite some unusual cases © 
heavy concentration in one field, there is a clear tendency toward diversilica 
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ion of holdings. The trend is much more pronounced in institutions with 
smaller funds to invest, but even the larger investors are moving in the same 
Jirection. So long as uncertainty clouds the business picture, large and small 
investors alike are trying to avoid being caught with all their eggs in one 
basket. 

More selectivity, too, is being made of particular types of investments, with 
a view toward steering the financial ship clear of dangerous rocks and shoals. 
‘War babies” are obviously being avoided; and while considerable money is 
going into common stocks, there is a feeling that increased taxation will 
make such investments a poor hedge against inflation. Indications are that 
companies dealing in foodstuffs, clothing, essential commodities, and natural 
resources are being increasingly favored as sources of investments, as are 
companies with a record of good management and lighter tax burdens. In- 
vestors are trying to anticipate, presumably to avoid, enterprises which are 
likely to become government monopolies, such as transportation and other 
public service companies. There is a tendency toward shorter-term maturities, 
and the uninvested cash position of most institutions is at a slightly higher 
level. 

Aside from these general trends, no clear pattern of investment practice 
emerges from the 16-year experience so admirably set forth in this study. 
This is confirmed in the tables as well as by the widely different views 
expressed by financial officers and quoted by the author. General diversifica- 
tion, broad shifts in types of investments, and more careful selectivity of 
particular investments in keeping with the nature of the times seem to be the 
only guiding principles in a day when “there is neither chart nor compass 
for the investment manager.” 

In selecting these guiding principles or patterns of investment practice, the 
financial committees of endowed institutions are exercising sound investment 
procedure. It is suggested, however, that financial committees might well 
consider and give greater attention to the matter of timing in their investment 
practice. Good results have long proved to me that knowing when to buy 
is just as important as knowing what to buy. This means that portfolios can- 
not be left inactive for very long periods of time. They require frequent 
appraisal and almost constant corrective action. Expert investment counsel 
and vigorous and experienced committees will have to replace those of the 
iormal type if institutional endowment funds are to weather the storms of 
tumultuous times. 

RoMAN S. GORSKI 

Washington, D.C. 


Public Control of Business; Public Administration; 


National Defense and War 


Price Control—The War Against Inflation. By Ertx T. H. KJELLstrom and 
others. (New Brunswick: Rutgers Univ. Press. 1942. Pp. x, 171. $2.50.) 


This book consists primarily of four short essays on price-control practice 
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in as many foreign countries. There is one such essay on Sweden by Erik 
T. H. Kjellstrom of Rutgers University, one on England by Gustave 9 
Gluck, formerly with Unilever Ltd., another on Canada by Ivan Wright of 
Brooklyn College, and finally one on Switzerland by Per Jacobsson of thy 
Bank of International Settlements. Mr. Kjellstrom appears to have been the 
organizing spirit of the undertaking and is also responsible for a brief intr. 
duction. As a whole the work is descriptive rather than analytical while the 
style is seldom technical and even occasionally popular. The pieces on Sweden 
and Canada each include statistical appendices providing a sketchy but usefu! 
factual outline of the national economy in question. The lack of an index js 
not serious. 

The choice of countries considered is on the whole a happy one because oi 
the diversity of their circumstances. Thus Sweden and Switzerland, as neutral 
with relatively small preparedness programs, have had less to fear from a 
rapid expansion of the monetary supply, due to unbalanced budgets and bank 
borrowing, than have such belligerent nations as England and Canada. The 
problem of Sweden and Switzerland is that they have been within the lines 
of the allied blockade since the beginning of the war, and that, since the in- 
vasion of Norway and the complete occupation of France they have, respec- 
tively, been engulfed more than ever within the German economic sphere 
Even while they still had limited access to transatlantic trade, the shipping 
shortages and increased marine insurance rates caused a diminished volume 
and higher price of imports; and this, in turn, has exercised an upward pres 
sure on Swedish and Swiss price levels. The effect of the blockade has als 
been to render the remaining European neutrals dependent upon German- 
controlled sources for many important materials and products, Accordingly 
it has no longer been necessary for Germany to export, as she did in pre-war 
days, at prices considerably below those exacted at home. 

On the other hand, the threat of inflation to England and Canada comes 
from the fact that only about half their economic efforts are devoted 10 
civilian consumption and that their unbalanced budgets are largely being 
financed from inflationary sources. The English problem is, however, in some 
ways radically different from the Canadian in that Britain is accustomed ‘0 
import the bulk of her food and a substantial portion of her raw materials: 
accordingly the British, unlike the Canadians or ourselves, are influenced by 
shipping costs and price policies in supplying markets overseas. 

Nonetheless, one cannot help wishing that there had been some descrip 
tion of German-control measures. An account of the German experience would 
be of especial interest because the price controls in that country are, besides 
being in part like our own, of longer duration and wider scope than those 0! 
the nations actually considered, and their unfolding consequences are mor 
replete with warnings to ourselves. Although there is necessarily some Over 
lapping in the Swedish and Swiss accounts because of the substantially similar 
situations in which these two nations find themselves, this duplication § ” 
part offset by the diversity of authorship and regulation. 

A reading of these four descriptive essays reveals many interesting 
parisons and contrasts among the administrative programs of these '0¥ 
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nations and our own. Much of Swedish price control is ostensibly voluntary. 
This has probably been possible because the government has all the necessary 
powers lurking in the background, the trade associations are large and well 
disciplined, the state has a few but strategic monopolies, and foreign trade is 
closely supervised. There is, moreover, a heritage of explicit price control 
over various utilities and many agricultural products. 

The British anti-inflation drive has been notable for drastic taxation, cen- 
tralized bulk buying by the government in foreign markets on favorable 
tems, bonuses for the cultivation of land previously unploughed and 
subsidies so that the retail prices of bread, milk, meat, flour and bacon can 
be held at the levels of December, 1939. 

Canadian controls, precursors of most of our own, differ from the other 
countries discussed in this book in that they have taken the form of an over- 
all ceiling on retail prices charged by individual sellers during a historical 
period (September 15 to October 11 of 1941). In addition, there has been a 
wage “freeze,” and explicit provisions have been promulgated for tying wage 
and price levels together by means of a “cost of living bonus” which is cal- 
culated with reference to the wholesale price index of the Dominion Bureau 
of Statistics. Canada has also had rent control and the “roll back”; but when 
the latter has threatened to cause a falling off in production, a subsidy has 
ecasionally been granted either the producer or processor, 

Switzerland, like Sweden, has in general followed the policy of allowing 
wage increases approximating one-half of the estimated increases in the cost 
of living. The Swiss federal government has refrained from subsidizing home 
production but has paid some of the cost of imported wheat and feed. There 
has, however, been a powerful agitation for milk subsidies by the domestic 
dairy interests. 

In the main, the Swiss and Swedish governments have faced the fact that 
the rising price levels are largely due to foreign circumstances outside their 
control, and, for the most part, they have confined themselves to limiting 
profiteering, preventing purely speculative business, and adjusting the prices 
of many goods to their new costs of production or importation. In all four 
countries the officials realize that heavy taxes and personal savings are an 
indispensable part of any successful program against inflation. The important 
functions of the price mechanism seem to be most clearly recognized in 
Switzerland and most completely overlooked in Canada. 

Although the primary object of this book is descriptive, it is a little dis- 
tressing to note the poverty of the analysis. This complaint applies most to 
Xjellstrom and Wright and least to Gluck and Jacobsson. One sometimes gets 
the impression that economic efficiency is of no consequence and that the only 
possible object of public control is to prevent prices in general from rising. 
That subsidies can be inflationary in their effect is overlooked. That ration- 
ng can be wasteful because it may lead to a malallocation of personal ex- 
penditures and national resources is ignored. That a high price may increase 
production and slow up use is too often forgotten. 

It would have been reassuring to find greater recognition of the fact that 
price Jevels (real value of money) can perhaps best be controlled through 
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fiscal device: and that the object of regulating price relations (guidance oj 
production and consumption) is not to perpetuate obsolete patterns of the 
past, or even to imitate belatedly what free markets would have effected oj 
themselves, but rather to “head off” prospective surpluses and deficits. 

Both persons interested in comparative economics and specialists in price 
control should find this an interesting and worthwhile book, providing they 
are uninterested in the incidental theoretical problems or are ignorant of re. 
cent economic events in Sweden, England, Canada and Switzerland. Many 
persons, including this reviewer, can satisfy one of these requirements, Ac. 
cordingly this work may prove to be a popular publication. 

STEPHEN ENKE 

University of California 


The Federal Power Commission and State Utility Regulation. By Ropert D. 
Baum. (Washington: American Council on Public Affairs. 1942. Pp. xi, 
301. Cloth, $3.75; paper, $3.00.) 


Briefly stated, the purpose of Mr. Baum’s study is “to examine one sphere 
of the external administrative and jurisdictional relations of a Federal com. 
mission, that concerning its relations with the states.” The selection of the 
Federal Power Commission is appropriate because the several phases of its 
congressional development changed the character of the relations and the 
effect could be observed. While the author treats the intergovernmental rele- 
tions primarily from the viewpoint of the F.P.C., balance is maintained by 
presenting the views of state commissions and their exponents. 

In the period beginning in 1920, the Federal Power Commission was little 
more than a glorified interdepartmental committee composed of the secretaries 
of war, interior, and agriculture. It was the congressional product of a long 
controversy between conservationist and private power groups over federal 
control of water power projects on navigable streams and in the public domain 
and national forests. In this period the Commission had very limited funds, 
its personnel was borrowed from the three departments, and its authority was 
comparatively limited in scope. 

In the period after 1930, the Commission was placed on a better founda- 
tion. Reorganization provided full-time commissioners and a permanent stall 
of which approximately one-third is now in field offices. Its authority has been 
extended to cover interstate electric power, natural gas, flood control, and 
special surveys of national interest, as well as specific assignments and emer- 
gency situations. Moreover, much of this authority has been clarified ty 
adjudication of the United States Supreme Court. 

The attitude of Commission and of states is tempered by the scope at 
Commission jurisdiction and by judicial recognition of Commission authority 
In the earlier period the Commission used a gloved hand in its contacts with 
the states although it maintained a firm stand on principles, For their pat’ 
the states sometimes codperated, sometimes actively opposed, and many times 
were not interested in what the Commission was doing. In the recent period, 
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the attitude of the states seems generally to be one of more favorable accept- 
ance of Commission codperation, but there are notable exceptions. 

Jurisdictional disputes were often triangular: federal commission, state 
commissions, and companies. Companies claimed state jurisdiction before the 
ederal commission and federal jurisdiction before the state commissions. State 
commissions did not want their prerogatives preémpted by a federal commis- 
sion, while the federal commission could not delegate its responsibilities to a 
state commission. In addition to an assertion of “state’s rights,” state com- 
missions are prone to consider problems from the sole viewpoint of state 
interests, which may conf-ict with the interest of neighboring states or with 
the national interest. The necessity of the broad national viewpoint condi- 
tioned the Commission’s judgment not only in jurisdictional disputes but in 
ther regulatory activities. The F.P.C.’s administrative practice of notifying 
states of all applications and other matters in which the states may be in- 
terested has tended to minimize friction and to promote collaboration. The 
requirements of company compliance with state regulations and of the inter- 
change of state and federal application material have also contributed to 
better relations. 

Several activities of the F.P.C. are outstanding in their influence upon state 
regulation. Probably the most important is the development and sponsorship 
of a uniform accounting system for utilities with carefully defined accounts 
which leave little leeway for misunderstanding or manipulation. As the funda- 
mental basis for practically all regulatory control, accounting must be care- 
fully prescribed, accurately followed, and uniformly maintained. Under the 
Federal Water Power act of 1920, the Commission was obligated to deter- 
mine the actual legitimate original cost and “net investment” of licensed 
projects to be used in rate making and in other license provisions. Since em- 
phasis was placed upon original cost, the Commission could not delay its 
determination without undue risk of loss of original records. State commis- 
sion accounting requirements were not restricted as is the F.P.C. require- 
ment, and therefore the F.P.C. prescribed its own system of accounts. The 
maintenance of two sets of books, one for state and one for federal regulatory 
control, was wasteful and the F.P.C. endeavored to work out a uniform sys- 
tem with state commission representatives. Depreciation and original cost 
entries were the principal points of disagreement. 

While some progress had been made toward a single uniform accounting 
system in the numerous conferences and negotiations between federal and 
state commissions beginning in 1921, it was not until the act of 1935 extended 
‘ederal authority over a large number of companies that definite results be- 
san to appear. In the preparation of the adopted system the state commis- 
‘ions worked closely with F.P.C. A Supreme Court decision upholding the 
Federal Communications Commission accounting system, which was almost 
identical with the F.P.C. system as to original cost, quieted the opposition of 
Public utility companies. The F.P.C. system became effective on January 1, 
1937, and the F.P.C. estimated that, on the basis of assets and revenues, com- 
panies representing more than 90 per cent of the electric industry were re- 
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quired to use it. A uniform system for natural gas companies was adopted jp 
November, 1939. Whether the accounting systems continue to function ip 
the future will depend upon the continuation of the codperative relations be. 
tween states and F.P.C. 

Other activities of the F.P.C. having far-reaching influence upon state 
regulatory control are the rate control of licenses and the preparation of com. 
parative statistics on rates and costs of utilities throughout the United State. 
Statistical material of this nature gives consumers, utilities, and regulatory 
commissions a basis for judging the efficiency of utility operation and o 
regulatory control. As another aid to states, the F.P.C, lends its staff of ex. 
perts to state commissions. 

In closing the gaps in regulatory control over the interstate movement of 
power and gas, which had been held to be outside state jurisdiction, the 
F.P.C. has been given certain functions in the intercorporate relations of 
utilities. While some of the functions overlap similar state functions on intra- 
state facilities and services, relatively little friction has occurred. What con- 
flict has arisen has been mostly over mergers. Statutory limitations on the 
Commission’s authority in favor of state control prevent many difficulties 
which might arise otherwise. 

An illustration of the codperation of the F.P.C. with state commissions is 
an Associated Gas and Electric subsidiary investigation by the Pennsylvania 
Public Utility Commission which eventually led to the reorganization of the 
Associated system. Efforts of the state commission to examine records relat- 
ing to holding companies’ charges against operating subsidiaries were circun- 
vented by the removal of the records beyond the jurisdiction of the state. 
The F.P.C., having national jurisdiction over interstate operations, could 
and did prevent such evasion. 

This thorough, readable study ends with suggestions for the improvement 
of F.P.C.-state relations. Further collaboration could minimize “overlapping’ 
of work which the author carefully distinguishes from “duplication.” Through- 
out the study, the state viewpoint is treated objectively and references art 
freely made to sources dealing primarily with state and utility viewpoints. 

E. OrtH MALottT 


Washington, D.C. 


Industrial Organization; Price and Production Policies; 
Business Methods 


Economics of American Industry. By E. B. Avperrer and H. E. Mic. 
(New York: McGraw-Hill. 1942. Pp. xv, 566. $4.00.) 

This book, the authors state, represents the revision of mimeographet 
material which has been used by them in courses at the Wharton School 0! 
Finance and Commerce. Its purpose is to present an introductory survey 
the principal manufacturing industries in the United States. The reviewe! 


194 
has 
Ty 

a4 
Th 
ine 
nd 
RIVE 
cha} 
and 
ine 
yas 
dust 
equi 
maj 
rae 
tive 
a se 
a lit 
stat 

(nal 
mil 
nue 
Will 
Sale 
adve 
DECE 
tax 
The 
+ 


MBER 


ed in 
in 


s be. 


state 
com- 
lates, 
itory 
id of 
f ex- 


nt of 
the 
of 
ntra- 
cOn- 
the 


ties 


aS is 
ania 
the 
elat- 
‘um- 
tate. 
ould 


nent 
ing” 
ugh- 

are 


1943] BOOK REVIEWS 695 


has found it generally a model text which attains in a rare degree its purpose. 

In outline, the book is divided into nine parts entitled: The Plan of Study; 
The Metal Industries; The Metal Fabricating Industries; The Nonmetallic 
Industries; The Chemical Process Industries; The Textile and Allied In- 
dustries; The Apparel Industries; The Food, Liquor and Tobacco Industries; 
and The Changing Pattern of American Industry. Each section covering 
croups of industries contains chapters surveying specific industries. These 
chapters represent a skillful blending of a discussion of technical processes 
and economic characteristics. The allotment of space differs, depending on 
the importance of the industry, although no uniform standard apparently 
was used to measure their respective importance. The automobile industry 
is surveyed in twenty-three pages, whereas fifty-six pages are devoted to iron 
and steel. Somewhat less space is given to the aircraft than to the woolen 
industry. The authors have included pottery, a relatively unimportant in- 
dustry, yet omitted the farm machinery, business equipment, electrical 
equipment and appliance industries, which are not only significant in volume 
and invested capital, but in many respects typify American manufacturing. 

Generally, the plan adopted is to discuss the significant facts under three 
major headings: (1) the place and structure of the industry in the economic 
order; (2) the historical development of the industry; and (3) the competi- 
tive aspects of the industry. 

A book of this character may easily become a compendium of useful infor- 
mation at the sacrifice of interest. The data here are authoritative and well 
selected, and the authors have managed to avoid making the book look like 
a series of excerpts out of the Statistical Abstract or the census reports, with 
a little pale interpretative comment thrown in. 

Throughout the volume, there is an attempt to break down aggregate 
statistics to meaningful per unit ratios. For instance, the capital requirements 
in the cement industry are set forth on the basis of the per barrel requirements 
fora modern plant (p. 180), and the ratio of cement to total costs of various 
projects is shown (p. 185). 

Economic and social implications are not neglected. In discussing the 
automobile industry, it is pointed out that the great cyclical swings represent- 
ing variations in production and sales rather than in use constitute, in effect, 
changes due to the public’s increase and decrease of unused passenger car 
mileage. They add: “And, in the future, it is not likely that the companies 
will be able to bring costs into line with these sudden and irregular declines in 
sales. Auto workers are now unionized and already have written into their 
collective bargaining agreements provisions that cushion them against the 
adverse effects of slack work. Moreover, costs are not as flexible as formerly 
because of the increased relative importance of overhead. . . . In periods of 
Prosperity earnings will have to be shared to an increasing extent with the 
tax collector and the workers. Accordingly, it is unlikely that the future of 
this industry will be as profitable as its past.” 

Earnings in the shoe industry are not as favorable as the authors indicate. 
The live leading companies whose results are used are hardly representative 
oi the industry (p. 408). In the light of the emphasis given to the pattern 
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of competition—an emphasis altogether proper and set forth with a kes 
understanding of industrial practices—the significance of the congeries 9 
products produced by many of the large corporations should have bes 
considered as a factor of importance. 

The chapter on the chemical industry suffers from brevity. It is questionable 
that the relative absence of bonds or preferred stocks in the capital structuy 
of leading chemical companies has been due to the reasons assigned, i.c., high 
rates of obsolescence and depreciation, large research programs, etc. (p. 255), 
since no consideration is given to the high average rate of earnings 
invested capital.’ The fact is that the important companies have a good rate of 
turnover and have been able to obtain funds for expansion through reinves- 
ment of earnings or the sale of common stock. The source and disposition oi 
funds, the changes in the capital markets and in the use of bank credit might 
well have been included to round out the treatment of profits and th 
financial aspects of industry. 

The authors write clearly and have been able to sum up their views neatly 
without finding refuge in qualifying clauses so as to leave a thoroughly safe 
and flat statement. The bibliography is evidence of the varied sources of mate. 
rial on which the authors have drawn. The charts and illustrations have been 
selected carefully. The authors have done an excellent job in a difficult field. 
The reviewer knows of no other comparable study which rivals it in the 
combined fund of information assembled, the thoroughness of the analysis and 
the skill with which the background is handled. 

RUDOLPH L. WEISSMAN 

Philadelphia 


Mining; Manufacturing; Construction 


Employment in Manufacturing, 1899-1939—An Analysis of Its Relation to 
the Volume of Production. By SoLoMON Fasricant. Pub. no. 41 (New 
York: Nat. Bur. Econ. Research. 1942. Pp. xix, 362. $3.00.) 


Supplementing the previous National Bureau report, The Output of Monw- 
facturing Industries, 1899-1937, this volume investigates the changes during 
the past four decades in relationship between manufacturing output and eft- 
ployment. It discloses that manufacturing output in physical terms increased 
approximately fourfold between 1899 and 1937, that employment approx 
mately doubled, and that the weekly hours of work per worker decreased from 
60 to 40 hours. These findings lead to “what is perhaps the most striking 
figure in this report”: “For a halving of the number of workers employe 
per unit of product and a one-third reduction of the working week amoun’ 
to a decline of two-thirds in the number of manhours employed per unit of 
goods produced. And if improvements in quality of products and savings of 
materials could somehow be worked into calculations, we should find an eve? 


*See the study of chemical companies in the Survey of American Listed Corporations 
published by the Securities and Exchange Commission. 
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eater cut in manhours per unit” (p. 18). These changes are described in 
etail for the major industrial groups and for individual industries. Manhour 
equirements for automobiles decreased rapidly throughout the period, whereas 
equirements in lumber industries and in locomotive industries actually in- 


lonabl reased on the average. Manhour requirements for individual industries and 
ructure for the whole industrial groups are shown to be diverse in different periods 
9 high ‘time, elements of war, depression and unexplained factors dominating these 
255), 


hanges in particular circumstances. 

The bearing of capital, prices and costs on unit labor requirements are con- 
sidered and theories of industrial growth and decline are analyzed to throw 
light on the changes in the employment-output ratios. These discussions, al- 
though not as sharply pointed as they might be and depending perhaps too 
much for clarity upon restatement rather than upon precise and simple 
formulation, are well organized and contribute to the understanding of the 
materials. 

The excellent appendices supply a full factual account of the changes and 
are, in the opinion of the author and the reviewer, the most important part of 
the book. In these is furnished a factual summary of employment in the manu- 
facturing industries, estimates of aggregate personnel, the number of hours 
worked per week, data on the increase of manufacturing capital, and the 
derived indices of employment per unit of product and manhours per unit of 
product in the manufacturing industries. The estimates of physical output 
are those furnished in the previous volume with minor corrections. It should 
be repeated again that these estimates of physical output, combining Census 
materials with the other available evidence and making uniform and con- 
sistent statistics on a basis that gives representation to the new industries, 
represent a great amount of necessary work, and make a real achievement 
for economic and historical research, especially at a time when the demands 
for maximum production for war had turned our attention from value units to 
physical quantities. To combine with these data, equally consistent estimates 
of employment and manhours stud that crown of achievement. 

The work is not without limitations. The weakest part of the book appears 
in the discussion of the reasons for the changes. The author is willing to 
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uring admit this weakness and points to the fact that the data on output and em- 
eft- ployment tell only part of the industrial story. The data are limited to manu- 
ased ‘acturing industries and the causes of change outside of manufacturing are 
roxi- ‘ntroduced only as external evidence. Furthermore, the data on output and 
from employment in manufacturing industries do not contain all the information 
king necessary to explain their relationship. The influence of increasing capital and 
oyed other possible parameters is not considered statistically. The physical counter- 
unts part is that of trying to explain the relation of pressure of a gas and its 
t of volume, without consideration to its temperature. The author’s plea of the 
s of absence of sufficient data on capital changes and the immeasurability of other 


‘actors must be offset by the complete neglect of the important developmental 
work of C. W. Cobb and P. H. Douglas in attempting to state production 
Yatlations as a result of changes in both labor and capital. 

Other limitations implicit in the data spring from the thinking in terms of 
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particular products to the statistics stated in terms of industries. Output pet 
manhours is a concept in terms of individual products. The author has no 
shaken off the confusion between commodity and industry (p. 143): “gy 
series cover industries as defined by the Census, that is, they usually apply t) 
groups of commodities.” 

The technical work is excellent throughout, although there are some mis 
statements of interpretation and fact. For instance, in the discussion of rank 
correlations on page 108, the inability of a rank correlation to measure th 
degree of relationship (as opposed to the indication that a relationship exists 
is apparently overlooked. 

Some generalizations appear unwarranted. It is stated (p. 20): “In par. 
ticular, it is possible that improvements in quality were least noteworthy, if 
not actually negative on the average, in the period following 1929.” The im. 
provements in automobiles, refrigerators, streamliners and women’s hosiery 
might be cited to support the contrary. Moreover, the simple change from 
babbitt to ball bearings in woodworking machinery after 1928 placed new 
machinery on a qualitative level quite distinct from that of the old. Such 
subtle changes may be widespread. 

These slight limitations will probably detract little from the usefulness 
of the work, for it is obviously addressed primarily to the economic historian. 
Through Mr. Fabricant’s labors, the task of analyzing the development of the 
American scene should be both lightened and improved by the provision of 
these better factual tools. 

R. Passt, JR. 

Tulane University 


Agriculture; Forestry; Fisheries 


American Agriculture, 1899-1939; A Study of Output, Employment and Pri- 
ductivity. By HARoLp BarcEr and Hans H. LANpsBeErc. Pub. no. 42 
(New York: Nat. Bur. Econ. Research, 1942. Pp. xxii, 435. $3.00.) 


This volume attempts the difficult task of presenting data on the agt 
cultural output, employment and productivity of the United States from 18% 
to 1939, and in a summary chapter to indicate the relative position of agt 
culture in our national economy. 

The conclusion of the authors is that total output has been upward during 
the 40 years under discussion, but has fallen in terms of per capita population. 
In a separate chapter the output for individual products is treated, and this 
is a valuable source of reference. The demand side is discussed in connection 


with a résumé of the growth and present status of our knowledge of nutrition 
with statistical data on consumption of calories, vitamins and minerals. There 
has been a decline in the demand for food in terms of calories, a shift to mor 
dairy products and “protective foods.” In view of the leveling off of pop’ 
lation and the inelasticity of demand for farm products, only a small increase 
in the demand for future agricultural output can be expected. Increase? 
demand for farm products for industrial purposes and in foreign trade ™4Y 
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affect the situation, as may also government policies, but the authors do not 
expect much increase of demand from these sources (pp. 303-12). 

On the supply side, improvements in technology are discussed. Farm ma- 
chinery and especially the influence of the tractor are stressed. The statement 
that in only isolated cases have improved strains of plants increased yields is 
not convincing, even though the yields over the past 40 years are shown in 
Table 50. Too many factors besides yields per se are involved when figures 
for the entire country are presented. Improvements in animal breeding and 
feeding are discussed in a short section. The statement that “the art of feeding 
did not assume its present role until the exhaustion of the free range posed 
the question of what to feed” (p. 224), is typical of several others, probably 
due to the authors’ lack of familiarity with American agriculture. In general, 
this chapter underestimates the increase in output attributable to improved 
technology. For instance, no mention is made of the fact that the tractor has 
reduced the number of horses and mules 45 per cent since 1919 and released 
irom 35,000,000 to 45,000,000 acres of harvested crops and an equal area of 
pasture for other uses, principally for milk and wheat. 

Unlike industry, where payrolls practically tell the story of employment, 
no such data are available for agriculture. The family, together with the hired 
man, makes up the “employed” on the farm. The authors review the Census 
attempts at solving the problem and accept two criteria: (1) the farmer plus 
adult male laborers, i.e., those above 20 years reporting themselves as engaged 
in agriculture; (2) “gainfully employed” which includes the farmer, hired 
help and unpaid family labor. The authors reach the conclusion that “‘agri- 
cultural employment” reached its peak sometime between 1910 and 1920 and 
that it was lower in 1940 than in 1900 (pp. 294-95). The number employed 
becomes the basis for calculating the output per worker. Using 1900 as the 
base year, they conclude that the output per worker increased to an index of 
154 by 1939, using the first criterion, and 176 using “gainfully employed.” 
Another section deals with the still more intricate subject of labor require- 
ments for crops per acre or per unit of livestock. In this the authors rely 
principally on the work of J. A. Hopkins. 

The most controversial section is Chapter 8 dealing with the place of agri- 
culture in the nation’s economy. The authors state that agriculture’s share in 
the nation’s realized income shrank from 39.5 per cent of the total in 1799 to 
12.3 per cent in 1937 and the gainfully employed in farming declined from 
'2 per cent of the total to 17.6 per cent. They call this a “relative stagnation 
of agriculture” in contrast to the spectacular growth of manufacturing, and 
reach the conclusion that there will be no increase in the number engaged in 
agriculture nor an increase in total output. There is also an implication that 
” — of manufacturing is the “obverse” of the decline in farming 

Pp. 310-14), 

The fallacies are in part pointed out by C. Reinold Noyes (pp. 316-21). The 
‘eason for the preponderance of agriculture in the early years of our history 
Was the presence of a vast public domain. The eatly farms had to be more or 
ess self-sufficing, but today the American farmer not only feeds himself and 
‘ends a portion of his products abroad, but also feeds, clothes and supplies 
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industrial raw materials to sustain about five non-agricultural ‘ ‘gainfully 
employed” and their families. The reason for the “stagnation of agriculture” 
is its own efficiency, even though the less productive half of our farmers pro- 
duce only 11 per cent of the products that enter commercial channels: the 


other half produces 89 per cent and could easily raise the 11 per cent. “Half di 
of the farms of the nation are not needed to feed and clothe the non-farm - 
people.’”? 00 

The statements quoted above illustrate the deceptiveness of treating all ” 
agriculture as a homogeneous form of livelihood, when in fact it ranges from “ 
self-sufficing and part-time farming to “factories in the fields.” Employment - 
ranges from under-employed families on the small farms to migrant workers N 
on the “factories”; consequently “output” per worker is likewise unsatis. ~ 
factory statistically. 

Furthermore, agriculture is not the “obverse” of manufacturing; one did not - 
grow at the expense of the other. Immigrants furnished many laborers, and er 
natural growth and the “surplus” farm population the rest. Except locally or ¥ 
in certain years industry did not cause a “drift from the land.” " 

Since Dr. Noyes criticizes the methodology of the authors, this need not 
be repeated here. While the book furnishes much information, it is not com- = 
plete, nor conclusive, and is unfortunate in some of its implications when it . 
discusses the place of agriculture in our economy. su 

GrEorcE S. WEHRWEIN abi 
University of Wisconsin 
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Economic Geography; Regional Planning; Urban Land; Housing | 
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The Tennessee Valley Authority—A Case Study in the Economics of Multiple 

Purpose Stream Planning, By Josrepu S. RANSMEIER. (Nashville: Vander- 

bilt Univ. Press. 1942. Pp. xx, 486. $3.00.) 

This study in public water resource policy shows itself to be a very crafts- a 
manlike job that bears witness to its author’s thoroughness in research, Dr cor 
Ransmeier’s book contains a wealth of material and it is doubly unfortunate Go 
that its presentation makes it difficult in parts fully to appreciate all details Pr; 
This may be due to the difficulty of completely integrating a theoretical dis- suf 
cussion with its application to and exemplification by the factors of a specific oon 
case, i.e., the experience of the T.V.A. T\ 

The first part of the book is devoted to a description of the T.V.A. prograil. crit 
In this context Dr. Ransmeier discusses in great detail the technical aspects un 
of this program and gives a comprehensive analysis of the T.V.A. resale powe! 1 
rates, including also the well-known problem of the “yardstick.” It is espe par 
cially helpful that Dr. Ransmeier, by his objective treatment, shows the true of ' 
meaning and the limitations of the “yardstick” concept which, owing to its whi 
political implications, has tended to obscure any discussion of T.V.A. power gre. 
policy. an 

adr 


*U. S. Department of Agriculture, misc. pub. no. 256, p. 5. 
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The main part of the book (Part II) is taken up by an analysis of the 
various theories of joint cost allocation which are illustrated by figures based 
on T.V.A. data. It gives a most comprehensive picture of contemporary 
thought and practice as regards this problem; in fact, it can be said that the 
discussion would have gained by a more concise presentation. The author 
finally comes to the conclusion that no realistic and sensible allocation of joint 
costs in multiple-purpose projects is possible, Hence, allocation as a cost- 
finding technique must fail. In the author’s opinion, however, joint cost allo- 
cation is not an essential prerequisite to sound planning for multiple-purpose 
projects. This is in contrast, for example, to the opinion expressed by the 
National Resources Planning Board in its study, Development of Resources 
and Stabilization of Employment in the United States.“In Part III of his 
book, Dr. Ransmeier then proceeds to put forward his own theory of plan- 
ning multiple-purpose projects for water control. As he demonstrates it with 
great technical detail, a proper evaluation of his assumptions and conclusions 
would require a special study of this aspect of the problem. 

In the closing chapter Dr. Ransmeier outlines his program for a codrdinated 
federal water policy and his recommendations for the execution of a national 
water plan. The author discusses with great thoroughness all possible aspects 
of his plan and gives due emphasis to administrative details. It deserves 
careful consideration in post-war planning of water resources. 

Summing up, it can be said that Dr. Ransmeier’s book will be of consider- 
able value to all those who are interested in the T.V.A, as an experiment in 
multiple-purpose water planning, as well as to those concerned with the 
theoretical problems of joint costs and their allocation. 

BerTA ASCH GRUEN 

Washington, D.C. 


The Tennessee Valley Authority—A Study in Public Administration. By C. 
HERMAN Pritcuett. (Chapel Hill: Univ. of North Carolina Press. 1943. 
Pp. xiii, 333. $3.50.) 

\ study in the administration of T.V.A. should be most welcome to all 
students of government, as the T.V.A. occupies a special place among public 
corporations and represents the first large-scale venture of the United States 
Government into the electric power field. But it is to be feared that Dr. 
Pritchett’s study will not quite fill this bill. In his desire to give the reader 
sullicient background on the activities of T.V.A., Dr. Pritchett has leaned 
over backwards and devoted nearly half of his book to a description of the 
TWV.A, program. This is all the more unfortunate since he does not give a 
ritical analysis of the program which, in the years since its inception, has 
undergone some changes in scope as well as emphasis. 

The same lack of integrated analytical treatment is noticeable in the main 
part of the book on the administration of T.V.A. Th unique characteristics 
of TY -A. as a public corporation are not brought out with sufficient clarity, 
While, at the same time, Dr, Pritchett has considered it necessary to relate at 
steat length the internal strife between T.V.A.’s first chairman, A. E. Morgan, 
and his fellow directors. It is, of course, true that this feud showed up the 
administrative weakness inherent in a three-man board of directors, but this 
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does not justify a lengthy narrative of the various phases of the struggle 
complete with quotations from press articles by the feuding parties, Mor. 
over, here again, Dr. Pritchett’s analysis does not probe deeply enough: jy 
makes no mention of the fundamental differences that from the very beginning 
of T.V.A. divided A. E. Morgan and David Lilienthal on the question of tly 
principal functions of T.V.A. It also is not very helpful to the reader’s under. 
standing that the organization and the functions of the Board of Directors ar 
discussed without any direct reference to the T.V.A. as a government cor. 
poration with its greater autonomy of action. 
The chapter on Personnel Administration which is used to exemplify T.V A. 
administration methods is very well written and most informative. It is to be 
regretted, however, that the author has not accorded equally thorough tres- 
ment to other aspects of T.V.A. administration that are of greater importance 
to its program. This is surprising, as Dr. Pritchett, in the concluding chapter 
of his book, shows himself very much aware of the particular significance of 
T.V.A. as an instrument of national policy. It would be easy to take exception 
to some of the statements the author has made in that summary, but this 
review is not the place to argue the real meaning and accomplishments of 
T.V.A. 
In conclusion, it may be said that, the above criticsm notwithstanding, Dr 
Pritchett’s study has the merit of drawing attention to a successful adminis 
trative venture of our government by presenting a very readable story oi 
some of its many facets. 
BERTA AscH GRUEN 

Washington, D.C. 


Labor and Industrial Relations 


The Tragedy of European Labor, 1918-1939. By ApoLF STURMTHAL. (New 
York: Columbia Univ. Press. 1943. Pp. xii, 389, $3.75.) 


The author’s explanation of the failure of the European Marxian parties 
runs this way: The labor organizations had too much the character of pressure 
groups and were not enough concerned with the fate of the community. When 
confronted with governmental responsibilities, the narrowness of the range 
of problems for which they offered constructive solutions became apparel 
Throughout the whole period of the great depression the European labo 
parties had a social but no economic policy. They had no constructive pr 
gram for dealing with the economic crisis itself. European labor was 0 
politically mature enough to play a political and constructive part in ts 
emergency. It was trade unionism that failed. 

These statements are rather sound. But they need some complement. _ 

It is obvious that pressure group policies are essentially antisocial a 
incompatible with the operation of a democratic system. They aim at prv« 
leges for various groups of citizens at the expense of the rest of the com 
munity, Thus pressure-group activities must result in a clash of group interés 
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and in a disintegration of the complex of social codperation, Trade-union 
leaders are, of course, not prepared to admit this fact with regard to their own 
policies. But they realize it very well with regard to other pressure groups, 
for instance, farmers and small business. 

It is noteworthy that no economic doctrine ever set forth the view that 
trade unionism could lastingly improve, within the framework of a capitalist 
society, the material conditions of all strata of labor. Marx himself did not 
believe in the blessings of trade unionism, He, therefore, recommended that 
unions change their program radically. They should not aim at higher wage 
rates and shorter hours of work, but at the abolition of the wages system as 
such. But even in the formulation of this program Marx was inconsistent. 
It is one of his fundamental teachings that, although socialism is bound to 
come “with the inexorability of a law of nature,” there is but one way toward 
the substitution of socialism for capitalism, namely, the evolution of capitalism 
itself. For “no social system ever disappears before all the productive forces 
are developed for which it is broad enough, and new higher methods of pro- 
duction never appear before the material conditions of their existence have 
been hatched out in the womb of the previous society.” Thus there is no need 
for pro-socialist parties. A consistent Marxian policy would have to be, as 
Mr. Sturmthal does not fail to suggest (pp. 85-86), a policy of outright 
laissez-faire. It should not hinder in a “petty bourgeois” manner, as the 
Marxians call it, the evolution of capitalism, but rejoice in the hope that it 
will bring mankind nearer to the final expropriation of the expropriators. 

The European Marxians were not faithful to the tenets of pure Marxism 
in fighting capitalism. But unfortunately they were so entangled in the Marxian 
dogma of the class solidarity of the proletarians of all nations, countries and 
races that they were incapable of grasping Europe’s main economic problem. 

With the exception of Russia, all European countries are comparatively 
overpopulated. Natural conditions for production are less favorable in Europe 
than in other, comparatively underpopulated areas. With free mobility of 
labor there would be all over the world a tendency toward an equalization of 
wage rates (for the same type of work). But as the class interests of labor in 
the comparatively underpopulated countries have succeeded in barring access 
to foreign labor, the differences in wage rates and standards of living are 
perpetuated. Moreover, protectionism on the part of the countries with an 
€xcess production of foodstuffs and raw materials brings about a farther 
deterioration in the conditions of European wage-earners. The world is patently 
on the way toward autarky of every nation. In such a state of affairs what 
will be the lot of the predominantly industrial countries of Europe, as they 


can neither feed nor clothe their citizens properly out of domestic resources? 


This is the problem which the nationalists of Germany and Italy want to 
solve by the conquest of Lebensraum. This nationalist program is, of course, 
utterly vicious and unrealizable. But the labor leaders never ventured to refute 
it and to suggest another solution. They ignored the problem as such because 
it did not fit into the Marxian scheme. Yet, it is quite useless to deny the 
existence of a real problem. It was easy for the nazis and the fascists to 
explode the illusiveness of the doctrines of the “Left.” They could triumph 
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because there was no intellectual opposition. The parties of the Left clung 
to an ostrich policy. As, thanks to the fifty years of fanatical anti-liber 
propaganda, the few free traders and true liberals (i.e., supporters of domestic 
and foreign free trade) who remained were without influence the nationaliss 
did not encounter any effective resistance. 

The Marxians were prevented by their economic prejudices from rebutting 
the economic content of the nationalist tenets. But they failed no less jp 
debunking that part of their adversaries’ doctrines of which the refutation 
required no economic knowledge at all, but just common sense. An essential 
article in aggressive nationalism’s creed was the firm belief in the military 
invincibility of Germany’s and Italy’s armed forces. The Marxians never 
dared to attack this fable because they were anxious not to offend the chauvin- 
ist feelings of their fellow-citizens. They never openly told the people: You 
are inferior to your prospective enemies; you will never conquer the rest of 
mankind; the adventure planned by the nationalists will result in a crushing 
defeat. 

Mr. Sturmthal does not see that his political friends have been overthrown 
by the nazis and the fascists in an intellectual battle. He does not even men- 
tion the fundamental principles of the nationalist program, Like all other 
Marxians, he disregards it entirely. It was this attitude on the part of the 
“Left” which made the intelligent German workers, whether they were men- 
bers of the Marxian or of the Catholic trade unions, sympathize with the 
nationalist program long before these unions were forcibly incorporated into 
the Nazi Labor Front. Daily experience taught these workers that the prob 
lems which their leaders passed over in silence were the main problems of 
their nation and of their “class.” As nobody told them that there is another 
way out they could not help finding the Nazi slogans persuasive. 

It is a pity that Mr. Sturmthal excluded Russia from the scope of his work. 
Perhaps a treatment of Russian conditions would have brought him to an 
understanding of the difference between Russia on the one hand and Germany, 
Italy and Japan on the other hand. While Russia can live in economic sell- 
sufficiency, Germany, Italy and Japan cannot. This fact alone provides the 
key to an interpretation of European events of the last twenty-five years. 

Mr. Sturmthal gives us fine character sketches of the European labor lead: 
ers; he has succeeded in exposing their mediocrity and inability. These bic 
graphical notes form the most valuable part of the volume and should be read 
by every economist and historian. However, the author is at a loss to realize 
that not men failed, but philosophies, namely, the philosophy of Marxism and 
that of trade unionism. 

It is unlikely that there will be in Europe, after the defeat of the dictators, 
either a resurgence of Marxism or of trade unionism, Against whom could 
the German, Italian, Polish or Czech unions direct their claims? There wi 
be a tremendous shortage of capital, and it will be extremely difficult to fint 
foreign markets for manufactures in this age of trade barriers and foreign 
exchange control. Every trade union success will immediately result m @ 
increase of unemployment. Mr. Sturmthal is fascinated by the doctrines of 
Keynes and considers credit expansion and heedless government spending *& 
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the panacea. But inflation is only a short-run remedy; in the long run, i.e., 
after a few years, it leads to the slump and a deterioration of the conditions 
of the masses. Great Britain, with its foreign assets gone, will hardly be in a 
more favorable position than the Continent. The European industries will have 
but one means to fight the other nations’ unswerving hostility against imports: 
low wage rates. This is a very gloomy outlook. But it is, unfortunately, more 
realistic than the optimistic illusions with which Mr. Sturmthal ends his book. 

The real tragedy of European labor was that it abandoned economic liberal- 
ism and espoused doctrines essentially detrimental to its vital interests, first 
Marxism and trade unionism and then the desperado philosophy of aggressive 
nationalism. 

LUDWIG VON MISES 
New York 


Management, Labor and Technological Change. By JouN W. RieEcEL. Repts. 
of the Bur. Indus, Rel., no. 3. (Ann Arbor: Univ. of Michigan Press. 
1942. Pp. vii, 187. $2.50.) 

In this book, Dr, Riegel presents the results of a field study of the experi- 


F ence of management and labor with the administration of technological change. 


The study was begun in 1939 by the Bureau of Industrial Relations at the 
University of Michigan. Fifty progressively managed companies in twenty- 
five industries were surveyed during the following two years. In addition, 
three conferences, each attended by twenty business executives, were held at 
the University of Michigan and information about employee attitudes was 


f obtained from interviews with 105 employees and union leaders in homes and 


union halls. 

The sample was necessarily small and weighted with heavy manufacturing, 
especially automobiles, but it included enough other lines, such as watches 
and packaged fuods, to make it a workable sample. More recent data were 
obtained from union contracts containing clauses dealing with technological 
change, some dated in the spring of 1942. 

The author discusses the problem of technological change, using the cus- 
‘omary economic analysis to show the long-time social gains if a competitive 
situation permits these to be passed on to the consumer, and the possible ills 
resulting from monopoly. He then focuses his attention on the immediate 
impact of technological change on management and employee, and discusses 
ways in which the interests of both may be safeguarded in the course of such 
a change. He regards changes as necessary from the point of view of man- 
agement in order to maintain its competitive position, and also to keep its 
staff adjustable. Employees, however, customarily resist technological change, 
because of their fear of unemployment, either partial or full, and because of 
their fear of loss of earnings and loss of social status through dilution of skill. 
These fears have led union leaders in some instances which Dr. Riegel cites 
to block labor-saving changes. Dr. Riegel believes that much can be done by 
tducating union leaders as to the importance of permitting change in order 
© maintain the competitive position of the company and thus insure jobs for 
‘nion members over a longer period of time. 
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The author states that there is no single pattern for easing the impact of 
change, since devices have met with varying degrees of success in differen: 
firms, but he stresses the general rule of winning employee codéperatign 
Throughout he emphasizes the human factor. It is not even sufficient to hay 
well-worked out clauses in a contract, if one does not have an accompanying 
spirit of understanding. 

The first step in achieving codperation when changes are contemplated \ 
for management to work out all the details of the planned change so tha 
both its technical and human costs are known in advance. Foremen must be 
“sold” on the desirability of the plan. Conferences with selected members of 
the rank and file prepare workers for change, stop unfounded rumors, and 
sometimes result in practical improvements in the original plan. In unionized 
plants, union leaders must be kept informed. Particularly it is well to have 
complete understanding in advance as to any contemplated adjustments in 
incentive wage scales. 

To avoid displacing workers, it is recommended that changes be maze at 
a time of expanding output, either seasonal or cyclical. This makes it easier 
to assign employees to other work. The author recommends the use o/ a 
plant-wide seniority rule which will concentrate the displacement on short- 
service employees. Employees displaced may be given furloughs which wil 
retain their seniority rights until labor turnover or expansion of work permits 
their rehiring. Permanently displaced workers may be given dismissal com- 
pensation if the employer’s finances permit. 

In general, the author believes that private industry, rather than a gover- 
mental agency, should have the responsibility for the solution of the problem. 
Government should provide re-training and special aid through the public 
employment service in placing workers unemployed because of technical 
change. The author does not believe special compensation for technolog 
cal change paid by a state agency is feasible. On the other hand, he does 
not think that employees receiving dismissal allowances from former em- 
ployers should be disqualified for unemployment compensation by state 
agencies. 

The section on union-management codperation was evidently written before 
there was widespread interest in the Nelson labor-management production 
committees for these are not discussed. However, the author’s sections 
ways of administering employee suggestion plans and ways of adjusting ince- 
tive wages after technological change would prove of value to members 0! 
such committees. At the present time these committees are meeting wit 
success in many areas. Labor has been codperating, it appears, partly becaus 
of a desire for greater war production and partly because in the present labor 
market the usual fear of unemployment is no longer present. In the reviewer’ 
opinion, every effort should be made to carry this codperation over into peace 
time. The devices outlined in this book should prove helpful to managemett 
and labor alike in continuing that codperation. 

Morrison HANDSAKER 

Occidental College 
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The History of Legislation for the Protection of Coal Miners in Pennsylvania, 
1824-1915. By ALEXANDER TRACHTENBERG. (New York: Internat. Pub- 
lishers. 1942. Pp. xvi, 239. $2.75.) 

The author states in his Preface that this volume was prepared while he 
was a graduate student at Yale University, and also that at one time it was 
scheduled for publication by the United States Bureau of Labor Statistics. 
It was published last year as originally prepared for publication some twenty- 
five years ago, together with an introduction by the late Professor Henry W. 
Farnam. The first two chapters deal with the earlier English mine safety 
legislation and developments in Pennsylvania prior to 1869. The balance of 
the volume falls into two larger chronological sections tracing legislative 
developments from 1869 to 1885, and from 1885-1915, respectively. In each 
of these sections the anthracite and bituminous industries are separately 
considered. 

Despite the fact that it does not carry the story of the development of 
Pennsylvania law beyond 1915, the book offers a unique contribution to the 
history of labor legislation in this country. The author declares in his Preface 
that “no similar study has been published in the intervening years.” Indeed 
it also illuminates a dark corner of our economic history in general. Professor 
Farnam wrote twenty-five years ago: “Pennsylvania leads all of the other 
states of the union in the production of coal, and was the pioneer state in 
legislating for the safety of mines. The genesis of mining legislation in Penn- 
sylvania is, therefore, the genesis of mining legislation in the United States, 
and it is well that considerable attention is given to the question of origins 
in the study.” William Graham Sumner, another great figure at Yale con- 
temporary with Professor Farnam, was of the opinion that the beginnings of 
the social processes were often those of most significance. Mr. Trachtenberg 
has traced to its wellsprings a wealth of source material and has dipped 
therein deeply and discriminatingly. 

While in some parts highly technical in character, the book will be of inter- 
est to lay readers as well as to specialists. The author comes up with one 
nugget after another for those who have a bent toward the historical in social 
and labor relations. In addition to the consideration of legislation of a protec- 
tive and preventive character relating to the physical hazards of the industry— 
such as that relating to inspection, timbering, ventilation, mine openings, 
etc—the author tells of the struggles of the miners for regular cash payments, 
against the truck payment of wages, and the company store. The child labor 
issue, the hours problem, the concern of the miners for the care and relief of 
the injured, and the earlier legislation upon these matters are discussed. The 
legislative history of correct compensation for the amounts actually mined 
and saleable is presented. These and other issues the author has traced through 
the annals of the anthracite and bituminous industry, of the Pennsylvania 
legislature, of the courts of the state, and of labor organizations. 

Certain things stand out: in particular, the origins of the labor supply by 
Which the earlier Welsh and English miners were familiar with the legis- 
lative approach of England to the safety problem; the seasonal movements 
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between the branches of the industry which carried over the experience 
in legislation from the anthracite fields to the bituminous fields; how th 
demand for legislation was tied up with the development of labor organization 
in the coal fields. Again, the reader cannot but be struck, as was Professor 
Farnam many years ago, by the correlation between the impact of catastrophe 
and the consequent demand for protective legislation, when he remarked, “|; 
seems as if legislation for safety almost always required as a condition of its 
enactment the sacrifice of human lives in some great disaster.” The Avondale 
and the Mammoth tragedies loom up as landmarks in the author’s treatment. 

The action of the courts on the constitutionality of the safety laws in general 
and upon particular applications, as well as the struggle in the legislature 
and the courts for enforcible and constitutional legislation consistent with the 
then prevailing doctrine of freedom of contract, will arouse in the mind of the 
student of labor legislation many a reminiscent train of thought. Finally, the 
mine inspector, his numbers, his duties, the mode of his selection, and above 
all how he became an active source of suggestion and a personal force for 
improved legislation and improved practices becomes an important figure in 
the author’s text. 

The aggregate picture which Mr, Trachtenberg sketches of the conflict of 
economic, social, and political forces which played their part in the origins 
of mining labor legislation in Pennsylvania is highly illuminating. 

HERBERT MAYNARD DIAMOND 

Lehigh University 


The Labor Relations Act in the Courts. By HEerBert O. Epy, (New York: 
Harper, 1943. Pp. xvii, 250. $3.50.) 

Since the time that the National Labor Relations act was held constitutional 
by the Supreme Court, in 1937, there have been scores of cases in that court 
and hundreds in the Federal Circuit Courts dealing with issues arising in the 
interpretation of that act. This voluminous material is here summarized and 
prepared in extremely appealing and usable form. Cutting through the thick 
foliage of the forest which the mass of the original decisions represents, the 
author (formerly an attorney with the National Labor Relations Board), has 
selected the significant ruling from each decision, and added appropriate 
headings, footnotes, references and other suggestions. Thus he has made 4 
complicated and time-consuming subject easy to grasp. 

The sequence of material is in accordance with the 14 chapters of the law, 
and each begins with background material and the relevant sections of the act. 
The typography and format of the book are so excellent as almost to compt! 
reader-interest. 

Thus the labors of the author have produced a volume of inestimable value 
to anyone who needs quick guidance to what is legal under this epoch-making 
extension of federal power represented by the act, The business executive would 
do very well to have it on his desk in order that he may know better his rights 
and obligations; the lawyer will most certainly want it; the labor union ollt- 
cial will unquestionably profit by it; and the student of labor relations will be 
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among those grateful for having his path cleared to the interpretations of the 
act. 
HERMAN FELDMAN 
The Amos Tuck School of Business Administration, 
Dartmouth College 


Social Insurance; Relief; Pensions; Public Welfare 


Report on Social Security for Canada, Prepared by Leonarp C. Marsu for the 
Advisory Committee on Reconstruction. [Sess, 1943, House of Commons 
Special Committee on Social Security.] (Ottawa: Cloutier. 1943. Pp. 145. 
50c.) 

This is the Canadian counterpart of the Beveridge and the National Re- 
sources Planning Board reports on social security. Like so many things Cana- 
dian, it is something of a cross between the British and the American versions, 
with some native ingredients added. But in general it is more like the Beveridge 
report than that of N.R.P.B., since it plunges promptly into proposals for post- 
war policy, without providing a lengthy analysis of the background of the 
problem, As in the case of the British report, it is essentially the work of one 
man, Dr. Leonard C. Marsh, who had been Director of Social Research at 
McGill University for some ten years before he became Research Advisor to 
the Dominion Advisory Committee on Reconstruction after the outbreak of 
the war in Europe. The fact that Dr. Marsh had been a student of Sir William 
Beveridge before coming to Canada will suggest further the importance of the 
English influence upon his work, 

Politically the Marsh report is evidently a concession by the Canadian 
government to the prevailing demands for some action on social security and 
a flier to sound out public opinion. Canada has been slow to adopt advanced 
measures of social security and during the first stages of post-war planning 
practically no attention was paid to the subject. But in December of last year 
the Beveridge report aroused tremendous enthusiasm throughout Canada, 
social security became politically important overnight, and Dr. Marsh was 
uastily commissioned to outline a plan for Canada. That he succeeded, with 
the help of few consultants, in turning out a substantial and creditable memo- 
randum in the space of about six weeks (as compared with more than two years 
‘or the Beveridge report and some three years for the N.R.P.B. report) speaks 
highly for his ability and energy. With the Marsh plan released for public 
consideration, the government is now proceeding, through parliamentary com- 
mittees, to hold public hearings on social security, and out of this procedure it 
S to be expected that some decisions on policy will emerge before long and 
‘nat legislative action will follow. 

. ae report is a good deal less specific in its proposals than that of Sir William 

°everidge, but somewhat more definite at many points than the N.R.P.B. 

‘port. Dr. Marsh says in his Preface that it is designed to set out “the prin- 
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ciples . . . of a comprehensive social security system . . . suited to Canadia 
conditions.” Beginning in the first part with a sketch of social insecurity jy 
Canada and the requirements for a national minimum standard of living, y 
develops progressively a set of general proposals for post-war policy, with, 
good many alternative suggestions regarding details. 

The main proposals (or preferences, for many points are advanced vey 
tentatively) may be outlined under six headings which follow, the last fi 
representing the social security program proper. 

1. A National Employment Program. This is needed as the “first positive 
measure in providing social security . . . in the widest sense we must have, 
policy for economic security as well as for welfare security, which is what 
‘social security’ usually implies.” Immediately following the war a federally 
sponsored program of public works and other public investment projects a 
the rate of a billion dollars a year may be necessary to hold up employment, 

2. Supplementary Occupational and Training Schemes. These would lx 
needed for semi-employable persons and others not provided with work a 
standard wages under the national employment program or not cared for 
adequately or appropriately by unemployment insurance benefits, Employment 
on the work projects would be an alternative to unemployment assistance for BAM propo: 
certain workers and this part of the work scheme would be closely related, BiB sugges 
administratively and otherwise, to unemployment assistance, which would be 
operated by the Dominion Government through the national employment oi 
fices. However, proposals on the administration of the work projects are no! 
very clear, and it is suggested that there may be Dominion, provincial, ani 
local collaboration in their operation. Vocational training and guidance training 
facilities would be provided largely by the provincial and local authorities 
with Dominion support and direction. 

3. Social Insurance. In the narrow sense of cash benefit schemes of income 
maintenance, social insurance measures are proposed to meet the major risks 
to the incomes of the gainfully occupied. The first group of insurance schemés, 
covering wage-earners only, would provide cash benefits in respect of unemploy- 
ment, sickness, maternity, and industrial disability or death. This group, t0 
protect against “employment risks,” might be financed by employers’ © 
tributions, would offer benefits graduated in accordance with wages a # 
present under the Dominion unemployment insurance scheme, and would & 
operated by the Dominion—except for workmen’s compensation, which woul 
continue to be provincially administered. A second group of schemes, to covet 
all gainfully occupied persons, would provide flat rate benefits in respect © 
old age retirement, permanent disability, survivors of insured persons, and 
funerals. These plans, to be operated by the Dominion Government, would ® 
financed by joint contributions from insured persons and the government. In 
surance benefits would be designed to meet the needs only of single persons 
of man and wife, child dependents being cared for through a separate system © 
children’s allowances. 

4. Medical Care. A comprehensive system of public medical care for 
whole population is proposed, to be financed by contributions from the s#* 
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fully employed and from the Dominion and provincial governments, Adminis- 
tration would be (probably) in the hands of the provincial authorities, and 
would be closely related to the existing public health services. 

5. Children’s Alowances. These, according to Dr. Marsh, represent the “key 
to consistency” in a social security system. It is proposed that they should be 
payable to all families with children, whether the breadwinners are earning or 
not, at flat rates varying with the ages of the children. The Dominion would 
operate this scheme and would meet the costs entirely from tax funds. 

6. Public Assistance. A nationally operated and financed scheme of unem- 
ployment assistance is proposed, offering maintenance grants on a means test 
basis for persons who have exhausted their unemployment insurance benefit 
rights and for other employable persons. The existing Dominion-provincial 


ts at (Me system of noncontributory old age pensions should be liberalized and continued, 
nent. to supplement the old age insurance system; and for similar reasons the provin- 
d be cial mothers’ allowances system would have to be continued, on a modified 
k at basis, providing grants for mothers but not for children, until the progressive 


development of survivors’ insurance would make it unnecessary. 
No close attempt is made to estimate the costs of this large program. The 


ment 
e for proposals are not definite enough to permit detailed calculations, But it is 
ated, suggested that the social security program, apart from the national! employ- 
d be ment measures, may require expenditures amounting to about one billion 
t oF dollars a year, or 12% per cent of national income, with about half of this 


> not amount to be met by the Dominion Government from tax funds. 

and There are some distinctive and very interesting ideas in the report, new to 
ining (me Social security practice and thinking in North America. The inclusion of the 
ities, proposal for children’s allowances is even more revolutionary than it was in Sir 


William Beveridge’s report, for virtually no study has been given to the subject 


come fen this continent and it is totally new to the general public. The report breaks 
risks boldly and refreshingly away from the traditional three-way pattern of social 
mes, fmpSurance contributions and brings out new approaches to the contributions 


problem. 

In the case of the medical care scheme it is proposed that there should be a 
“degressive” system of contributions by insured persons—$26 per year (or 
some such flat amount representing average costs of service per consumer unit 
0! single person or family) but not more than 3 per cent of earnings, with the 
elicits in respect of certain persons being made up by employers or by the 
Dominion and provincial governments. 

There is a somewhat similar attempt to steer a middle course between the 
flat rate and graduated approaches to benefits, with flat rates being proposed 
or the “universal” (long-term) risks and rates varied in accordance with nor- 
nal earnings for the “employment” (short-term) risks, Substantial arguments, 
ncluding simplicity of administration, are used in support of this differentiation 
t benefit policy as between the two kinds of risks. There is a very good dis- 
ussion of the problem of old age insurance replacing old age assistance and of 
‘emative devices to operate during the transitional period. 

As might be expected in a hastily prepared report covering so much territory, 
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there are various omissions and loose ends. The problem of integrating tly The 
proposed new federal services with the existing system of provincial an Mame °°“! 
local welfare services is left for later consideration in another report that js fae 2 2” 
projected. It is unfortunate that this phase of the total problem has ny Single 
received more attention in the report. For every realist (certainly including the of the 
author of the report) knows that a full-fledged national system of soca mom 
security in Canada is impossible without drastic revisions in Dominion-provin. NE °¢" 
cial relations. childre 
At various points Dr. Marsh suggests that his proposals call for Dominion Mae @!°" 
provincial collaboration in administration or finance, but since he does not bidder, 
suggest any formula upon the basis of which this collaboration may be ob. In 1 
tained, an absolutely crucial element in a total plan is lacking. In particular, Me” 
there is no mention of how the provinces are to raise the funds for their con Ma 
tributions to the medical care program, a point on which there is almost certain oy the 
to be political as well as financial difficulty. left the 
The proposal for a national system of unemployment assistance is, in th ed 
writer’s opinion, very much to be questioned. At least the case for it can only ee 
be made properly if its relationship to and its effect upon the provincial and ealight 
local public assistance services are taken into account, and this has not bees fam ™*“° © 
done. The problem of administrative machinery, including the difficult question rh 
of integration of the social security services at the Dominion level, receives but a 
little attention. 
But it would be asking too much for all major questions to be dealt with 
effectively in so hurried a report. Unfinished though the job is, it sets forth 
in bold outline a comprehensive social security program for Canada that isa k 
good starting point for public discussion and it brings out important alternative an 
approaches that call for careful study and consideration. It is sufficiently [A 
different from the plans now current in the United States to be stimulating and Duri 
suggestive to students of social security in this country and to represent an it Bureau 
portant contribution to the literature of the subject on this continent. Dooks 
Harry M. Cassidy puages, 
University of California 
me in ¢ 
The Kentucky Poor Law, 1792-1936. By Emit McKee Sun ey. (Chicago: 
emotion 


Univ. of Chicago Press. 1942. Pp. lx, 160. $1.50.) 

The Kentucky Poor Law was made the subject of special study because 
enforcement and administration furnish significant information and throw 
light on the slowness of improvement in the social services. The state adopeé 
the county unit of administration, though on several occasions the state made 
direct attempts to relieve cases of poverty. Two stages in the history of the 
poor law are studied, the first closing in 1852 and the second lasting until 
1936. In the first period poorhouses were authorized, cash allowances wet 
occasionally made, and the legislature intervened directly in giving reli 
Several significant developments occurred after 1852, among them being the 
adoption of family responsibilty for indigents and the beginning of categorical 
assistance programs. 
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The chapter on Poorhouse Care reveals a sordid story that might be related 
ior other states as well. After 144 years no substantial progress has been made 
in handling the problem. A law dealing with illegitimacy was passed in 1795. 
Single women, except slaves, might take legal steps to establish the paternity 
of their children. Paternal support was authorized by the courts, but the 
amount was pitifully small, ranging from $20 to $50 per year. The law was 

frequently amended and in later years the inheritance rights of illegitimate 
children were extended. The original vagrancy law was crude and its adminis- 
tration fantastic. In the early days vagrants were often sold to the highest 
bidder, but the prevailing method of treatment was court trial and jail sentence. 

In 1912 a new law empowered the state Pension Board to grant pensions to 
certain needy Confederate soldiers or their widows. Then came laws for the 
benefit of the blind, the aged, and dependent widows. The limitations imposed 
by the laws and the unwillingness of the counties to utilize this new legislation 
left the majority of individuals falling into these classifications uncared for. 

The study reveals an amazing failure on the part of a great state to bring 
its laws and its social service practices into harmony with the standards of the 
enlightened social work of today. Nevertheless, in some respects the state has 
made significant progress. 

GrorcE B. MANGOLD 

The University of Southern California 


Consumption; Income Distribution; Codperation 


Economic Theory of Coéperation. By IvAN V. EMELIANoFF. (Washington: 
[Author.] 1942. Pp. ix, 269.) 

During the six years of the existence of the Codperative Project of the U. S. 
Bureau of Labor Statistics, its research staff surveyed approximately 30,000 
books, reports, pamphlets, and magazine articles published in fourteen lan- 
guages, dealing with the codperative movement. To a non-professional student 
of codperatives, this figure may be amazing. However, what was amazing to 
ne in directing the Project’s research was the extremely small percentage of 
publications of a really scholarly nature, devoid of promotional aspects and 
‘motional reflections, and divorced from those features which unfortunately 
‘00 often characterize amateurish attempts to analyze current socio-economic 
problems. In this country, where the rapidly expanding codperative movement 
has been attracting ever-growing attention on the part of the public in general, 
the above shortcomings of domestic literature on codperation are especially 
evi teat and regrettable, Works which submit the codperative movement as a 

whole to o bjective and comprehensive analyses are not frequent; and codpera- 

tives do not as yet enjoy that degree of attention in academic circles which 
hey certainly deserve. Judged from this point of view, the Economic Theory 
HG ‘peration is a rare book because of its scholarly nature, unusual because 


4 ‘he author’s approach to the subject, and challenging because of his con- 
Usions. 
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One of the main problems in any cooperative theory is to answer the que. 
tion as to what a codperative is, since the interpretation of all socio-economic 
implications of codperation depends greatly upon one’s understanding ¢j 
“genuine cooperative.” Dr. Ivan V. Emelianoff, a prominent author of many 
books on coéperation in Russian, sets out to seek the answer in the field of 
“economic morphology,” since only analysis of the economic structure of the 
codperative organization may reveal the true economic conception of th 
codperative. Accepting this as a starting point, he directs his analysis towar 
the examination of a “codperative economic type around which all the actually 
existing varieties of codperative associations are centered.” 

The foundation on which the whole structure of Dr. Emelianoff’s theory i 
erected is a concept of the “enterprise.” Using works of Herbert J. Davenport 
(Economics of Enterprise), Gustav Schmoller (Grundriss der allgemeine 
Volkswirtschaftslehre), and R. Liefman (Die Unternehmungsformen), the 
author defines enterprise as an “acquisitive economic unit within the competi 
tive exchange economic system.” The “economic unit” in turn is defined a 
“an economic body admittedly complete and sufficiently integrated for indi- 
vidual existence and independent (in conditions of exchange economy-inter 
dependent) economic functioning.” Within the existing exchange system such 
an “economic unit” in its acquisitive aspect represents an enterprise, while in 
the spending or wealth-using aspect, it represents a “household.” The concep. 
tion of “economic unit” is of extreme importance for analyzing the codperative, 
since the “economic unit” is actually a common denominator for all existing 
forms of economic organizations, while the science of economics approached 
from this angle becomes “a science of enterprises and households.” “Proiit’ 
is the only possible form of income in both available forms of enterprise: 
individual or collective. From this standpoint, codperatives are not enterprises 
since (1) the non-stock, non-profit codperatives as well as associations with 
capital stock (but with no dividends payable on stocks) are deprived of the 
fundamental test of enterprise (income) and are, therefore, not acquisitive 
economic units; (2) codperatives of the Rochdale type are only “coverei 
by the legal robes of a stock company,” which do not correspond to the 
economic nature of codperative associations. Their “surpluses,” distributed 
among the stockholders, are in no sense a real “entrepreneurial income of the 
association,” since they are limited, stipulated and accrued in the association 
exclusively from the patronage of its own members, - 

Not being an enterprise, the codperative is a “derived economic formation 
It is not a “union of persons” but a “representative body,” where each melt 
ber is a delegate and a spokesman for his economic unit. It is a kind 0! a 
tithesis of enterprise. 

There are three principal channels of economic integration, proceeds the 
author, through an expansion of existing economic units, through their {us 
and through coérdination of their activities. The outcome of the latter proce 
is an “aggregate” of codrdinated economic bodies. All the functions 0! s¥* 
an aggregate are ultimately the functions of the “aggregated units,” and 0 
of the “aggregate” itself. Codperative organizations are “aggregates 0! & 
nomic units.” 
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Because of the generally accepted although erroneous assumption that a 
operative organization is an enterprise, most of the external structural 


nomic 
ng of paracteristics of co6perative associations are “misapprehended and misrepre- 
many nted” in codperative literature. Thus, “the codperative principle of services 


+ cost is nothing other than the manifestation of their aggregate structure: 
s long as the cooperative remains a non-acquisitive aggregate of enter- 
rises or households it cannot act otherwise.” Capital stock of the codperative 
(share capital) is not an entrepreneurial capital, but an advance by the mem- 
ers, 

As to patronage refunds, the author maintains that the “reverential ap- 
roach” of most codperative writers to the Rochdale Principle of distribu- 
ion of surpluses in proportion to patronage has created only an unsolvable 
conomic enigma of codperative “profits” which are distributed in codperatives 
na presumably more just basis than in capitalistic enterprises. As long as 
he codperative is not treated as an “enterprise,” cobperative patronage re- 
funds cannot be interpreted as “profits,” “income,” or “savings.” They are 
simply a “final stage of reckoning between the collective establishment of 
the aggregate and its members on their transactions through codperative 
association,” unhallowed by any piety of Rochdale “Principles.” 

The “religiously obeyed” principle of equal votes is also not a test of 
genuine codperatives. “Despite deeply rooted prejudices to the contrary,” 
equal and unequal voting powers are inherent in codperative associations, are 
compatible with their nature and consistent with their structure. “Limitations 
as to the maximum votes allowable to the individual members reflect only 
the need to check an excessive heterogeneity among the participants,” since 
socio-economic homogeneity is one of the most important prerequisites of 
success in the codperative field, and an overwhelming majority of existing 
cooperatives are organizations with distinctly homogeneous membership. 
“Cooperators vote equally because they are for all practical purposes, eco- 
nomically equal, and not because they strive for economic equality.” Equal 
voting, being equal in practice, remains proportional in principle, and this 
“most sacred” Rochdale Principle is simply a “deceiving feature in the struc- 
ture of codperative associations.” 

According to Economic Theory of Coéperation, the Rochdale Principles 
a a whole are “corollaries of an aggregate structure of codperative associa- 
tions,” an interpretation which the author admits is “heretical from the point 
of view of traditional cooperation. 

The term “pseudo-codperative” is rejected by the author: “as the specific 
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erm of the traditional philosophy of codperation” it “should be abandoned, 
since it has not real and defensible economic meaning.” 
, the As to the productive codperative association, after an analysis of its eco- 
sion, MB "OMIc nature, the author comes to the conclusion that it is “a lifeless theoreti- 
ess me cl scheme without any chance of realization in a surveyable future,” while 
such from the morphological point of view it is “‘a distorted conception of enter- 


prises organized into incredible aggregates.” Equipped with the weapon of the 
ps outlined conclusions, the author in the last chapters of his book attacks 
‘alacious sociological postulates of the traditional interpretations of the 


ques. 
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codperative problem”; submits to critical analysis the origin of the orthodg 
doctrine of codperation and “the glory of the Rochdale store,” which, accord 
ing to him, cannot claim any priority in the development of this econon 
form (aggregate economic units); discards “time-honored” beliefs that 
Operatives reject the profit motive in their work, or have “a soul which ; 
hostile to the capitalistic system”; refuses to understand why or hoy 
“codperative laundries or codperative bacon factories can lead this world jy 
its moral regeneration”; and finally denies that any appraisals of codperatin 
are generally possible; “being economic nonentities themselves, the coipen. 
tives only reflect the character and aspirations of their membership.” 

One can take issue with Dr. Emelianoff on many points. First of all, from 
a methodological point of view a plan to erect a framework for any theory on 
a foundation of concepts which are uncertain and, admittedly, “nearly unuse 
in economic literature” always has been a rather hazardous if not a prior 
a hopeless undertaking. Definitions of the concepts of “enterprise” (left w.- 
defined by Herbert J. Davenport in his Economics of Enterprise), “economic 
unit,” “household,” “economic aggregate,” etc., more than once required that 
the author use concepts which in turn had to be first defined. The author’ 
dialectical skill in this regard is outstanding and his logic is unshakable. And 
yet, the reader may find it difficult to understand the author at times when 
the latter substitutes, probably unconsciously, German and Russian meaning 
of some of the morphological concepts for their English equivalents. 

A similar “socio-philological” mistake takes place in the author’s approach 
to the Rochdale Principles of codperation. They are attacked because “they 
prescribe the economic behaviour of codperators rather than explain anything” 
The author forgets, however, that although colloquially the word “principle” 
is used rather loosely, the concept of the term “principle,” being by its defii- 
tion a fundamental truth from which others are derived, always implies a 
element of prescription rather than an element of explanation. It is an original 
faculty; a belief which can be accepted or rejected; an assumption which may 
prove to be workable or not. Hence, Rochdale Principles are nothing else than 
moral opinions and formulas expressing a belief in the desirability of the 
equality of people and mutuality; and the ethical necessity to make human 
beings (and not capital) the masters of economic life. 

The ethical Rochdale Principles may have socio-economic implications 
They cannot have, however, any “economic meaning” in that sense of tht 
word in which it is used by the author. His failure to see this cardind 
peculiarity of the Rochdale Principles leads him toward an analysis 0! # 
actually non-existing conflict between the economic theory of codperati! 
and the “traditional” approach toward codperatives. Having brilliantly solved 
the task of isolating the economic aspect of codperatives for the purpose 
economic analysis, the author forgot that such codperatives, separated {10 
social relations, are only an economic abstraction having no autonomols 
existence in real economic life. There cannot be, therefore, any conflict 
tween an interpretation of codperatives as “aggregates of economic units 
and “socio-therapeutic” codperatives designated by “apostles of codperati® 
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» codrdinate, integrate, and reconcile business and social relations. However, 
; the method of approach and terminology used by the author require such 
Jaborate analysis, many readers will miss this point, and, having finished 


lat cp. ie study of the book, will come to the conclusion that Dr. Emelianoff’s 
hich js oiperatives are simply an antithesis of the genuine codperative. 

r how Such a conclusion would be rather unfortunate, since the contribution made 
arid to y Dr, Emelianoff toward interpreting the codperative organization hardly 
ration an be overestimated, Most writers on codperation fail to find a method of 


bringing to a common denominator the great variety of existing codperatives, 
specially consumer coéperatives and agricultural market and purchasing as- 
sociations. Dr. Emelianoff solves this “unsolvable” task. A single thread 
running through al! codéperative organizations begins to be discernible in 
the process of reading the Economic Theory of Coéperation and turns out to 
be the very backbone of the body of codperation. The author’s survey of exist- 
ing interpretations of codperation, including classical works of Professors Ch. 
Valenti and M. Mariani (in Italian), F. Oppenheimer, H. Fuchs, F. Staudinger 
(in German), and M. Tugan-Baranovsky (in Russian), most of which are not 
yet translated into English and not known to codperators in this country, makes 
the book an exceptionally valuable source for study of the codperative theory. 
The method used to analyze twenty-three typical definitions of the codpera- 
tive and of its “essentials” is more than illuminating. If not judged exclusively 
in the light of the author’s final conclusions, the book as a whole is most 
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proach thought-provoking, unique, and deserving of a prominent place in its field. 
“they V. J. TERESHTENKO 
hing.” Washington, D.C. 
ciple” 
defini 
les Income Size Distributions in the United States: Part I. By the Conference on 
rig Research in Income and Wealth. Stud. in income and wealth, vol. V. 
h may (New York: Nat. Bur. Econ. Research. 1943. Pp. xxvi, 131. $1.00.) 
e than This book presents a compact summary of the most important recent 
of the studies containing primary data on income size distribution in the United 
yuman States, together with recommendations for the codrdination of future studies. 
It is based primarily on a series of detailed reports on the individual studies 
ations. written by persons intimately connected with each study and issued as Part II 
of the of the volume. 
rdinal An introductory first chapter outlines the different purposes for which data 
of an on income size distribution are collected, and discusses the resulting differ- 
ration ences in definition of income, income receiving unit, and income period which 
solved are properly to be expected. In chapters 2 and 3, the individual studies are 
ose Oi examined with respect to basic differences in source, coverage and definition, 
| from followed by a discussion of the lack of comparability and the deficiencies of 
omous hep series. These chapters provide an extremely useful guide to the 
ct be aterial in the field, Particularly handy for students are the compact sum- 
units - tables which outline the coverage of the various studies, the items of in- 
ation” come included in each, and the definition of the economic unit used in the 
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various field surveys. No attempt is made to summarize the statistics then. 
selves since the heterogeneity of the data is such that comparisons of th 
income series from different studies cannot be made without fairly arbitrary 
adjustments to allow for differences in definition and coverage. 

The following studies are included in the survey: Study of Consumer Py. 
chases, National Health Survey, Michigan Census of Population and Up. 
employment, Financial Survey of Urban Housing, Minnesota Income Study, 
1940 Census of Population, Federal Income Tax Returns including the special 
studies made of the 1934 and 1936 returns, State Income Tax Returns includ. 
ing the special studies made of the Delaware, Wisconsin and Montana income 
tax returns, Old-Age and Survivors Insurance Records, and Unemployment 
Compensation Records. The volume was prepared before the completion of the 
most recent study containing data on income size distribution, Survey o/ 
Family Spending and Saving in Wartime, conducted by the Bureau of Labor 
Statistics and the Bureau of Home Economics. 

Since the authors confined themselves to studies involving the collection of 
primary data, certain widely used series are excluded, such as the income 
distributions presented in the report of the National Resources Committee, 
Consumer Incomes in the United States: Their Distribution in 1935-36, 
which are based on income data from the Study of Consumer Purchases and 
from federal income tax returns, and the distributions prepared at the Social 
Security Board based on income data from the National Health Survey. (See 
issues of the Social Security Bulletin for 1939 and 1940.) 

The recommendations outlined in Chapter 4 are designed to reduce the 
heterogeneity of data collected in future studies. It is not suggested, of course, 
that all studies adopt uniform concepts, but that wherever possible each study 
should include information which would make it possible to cross-classify the 
data by certain standard “comparison concepts” with respect to income, in- 
come receiving unit, income class intervals, and income period. In defining 
the “comparison concept” for income, the authors were guided not only by 
theoretical considerations but also by the difficulties and cost of including 
certain items of income, and by the desirability of approximating the definition 
used in federal income tax returns, which represent the best recurrent series 
of income data. 

The recommended concept for income is the algebraic sum of the following 
items: money wages and salaries from nonrelief activity, earnings from reliel 
employment, pensions arising from wage or salary contracts, income from 
independent business or profession, income from roomers and boarders 
interest and dividends, rents and royalties, and income from fiduciaries and 
trusts, An equally specific comparison concept for the income receiving unit 
is not presented, and, since most field surveys are made in terms of fam! ily 
units, the problem of matching the results of such surveys with the recurretl 
data from federal income tax returns remains unsolved. 

Setma F, GOLDSMITH 
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Population; Migration; Vital Statistics 


The Political Economy of Population. By RADHAKAMAL MUKERJEE. Lucknow 
Univ. stud. (New York: Longmans Green. Pp. xiv, 467. 7s. 6d.) 


Professor Mukerjee’s book is remarkable in that it attempts to deal with the 
population problem from the point of view of so many important fields of 
knowledge. Starting with the concept of the optimum population, he analyzes 
the problem from the ecological, economic, sociological, and military aspects, 
and proceeds to lay down certain laws of population growth on these successive 
levels of analysis. Having derived these laws, the author develops what he calls 
a new idea of the “integral optimum of population” which is based upon a 
harmonious codrdination of all of the optima which he has developed on these 
successive levels. Finally, since the population issue of one country has to be 
harmonized into a world population policy, he proposes a new “political 
economy of population” which he believes will promote peace and lessen some 
of the present causes of injustice and inequality among mankind. 

The author first takes up the analysis on a bio-ecological basis. All living 
organisms in a region are bound together in a vast, intricate, and interdepend- 
ent “web of life.” He is convinced that the ecology of man closely resembles 
that of animals. The history of man in his migrations, whether due to climate, 
landscape, or disaster, has been one of constant adjustment to the delicate 
balance within a region and to an optimum population. From this extended 


optimum are the physiological vigor or the average longevity of the population, 
and the stability and balance of the region as the ecological base of community 
life. This stability requires what we would ordinarily term a careful “conserva- 
tion of resources.” 

_ The author next proceeds to build his economic optimum. His critera on this 
evel are the maximum per capita income, and the maximum employment of 
resources in men, materials, and capital. Overpopulation can be judged by the 
total returns per capita, and by an increase in employment at rates smaller 
than the increase in population. 

Finally, the social or ethical optimum of population has for its tests the 
maximum leisure, freedom, and capacity for the pursuit of ultimate values, 
and the maximum social and political security. The social optimum is also 
one which safeguards a nation and at the same time does not foster a war or 
subordinate the standard of living or the personal freedom of the individual. 
The author’s “integral optimum” is an attempt to harmonize and codrdinate 
“ise various optima. The ecological level may be considered basic, as no 
‘ountry can long misuse and exhaust its land and other resources. The social 
optimum in turn rests in a way on the economic optimum, as the pursuit of 
tigher values depends mainly upon a satisfactory standard of living. It is pos- 
a, however, for this to be pushed too far so as to jeopardize health, personal 
‘alues, and security. The social optimum would therefore adjust and correct 


= BOOK REVIEWS 721 


the 
rary 
Pur- 
Un- 
udy 
cial 
clud- 
“Ome 
ment 
f the ‘ 
abor 
mn of 
ittee, 
= 
liscussion, he draws his ecological optimum. He says that the criteria of this 


720 THE AMERICAN ECONOMIC REVIEW | SEPTEMBER 


the economic optimum to attain the highest social values. To accomplish this 
the effects of urbanization, the machine system, congestion, and many other 
factors affecting the modern family will have to be changed. Crowded nation: 
must restrict their population growth and other nations must share resources 
with them before any world optimum of population can be attained. The highes 
and all-inclusive optimum is one consistent with the dignity and freedom of th 
individual. Out of all this, there would arise a basis for both positive and 
negative eugenics. 

This integral optimum, the author thinks—although he admits that it cannot 
be measured on any quantitative basis—should be the basis of a planned popv- 
lation policy. This approach marks a definite advance in population theory and 
a guide to a rational population policy. All countries must then unite in a world 
population policy. Among the proposals put forth by him are the following: 4 
more equitable distribution of the natural resources of the world with a ma- 
date system for all colonial territory; equalization of economic opportunities 
with reference to raw materials and markets with simultaneous programs of 
public works; international codperation on exchange rates and the distribution 
of gold; a world plan for the distribution of population without discrimination 
as to country or race, to give relief to the overcrowded nations; and the estab 
lishment of a universal minimum standard of living binding on all nations. In 
order to accomplish this, it would be necessary to encourage migration from 
countries suffering from overpopulation and at the same time secure a reduct- 
tion of the birth rate by a program of birth control. The author then proceeds 
to work out a survey and plan for the peopling of the empty lands of the world 

The reader finishes this long treatise with a shortness of breath, for such a 
array of knowledge covering everything from animal and plant ecology to plans 
for world peace is rare. Perhaps the author has attempted too much. His us 
of optima for population tests instead of any single optimum—for example, # 
economic basis—is not new. Such writers as W. S. Thompson have criticized 
the whole idea of attempting to define an optimum population purely on ec 
nomic grounds. The author-is undoubtedly aware of the criticisms of the 
economic optimum as revealed by the controversies carried on in this country 
and in England; yet he makes little or no defense of his basis of income pet 
capita in the light of those controversies, 

Income per capita is due not only to land and natural resources, but als0 
the state of the arts, capital, tools and machines, diet and standards of consump 
tion, social organization, and perhaps many other factors. The trouble wit 
such a basis as income per capita or productivity per head is that nothing» 
really proved by a comparison of these data in two periods of time. A count’) 
might have a higher income in 1940 than in 1900 and still be overpopulate? 
Income is relevant to capital and technical knowledge. Unemployment is 0 
a conclusive test of overpopulation. This factor is so dependent upon the indus 
trial situation that there could be a high degree of unemployment and yt 
underpopulation. This was brought out in the controversy which took plat 
some years ago between Keynes and Beveridge as to whether or not unemploy- 
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vent showed that England was overpopulated, How then can we know whether 
+ not a country is overpopulated by economic tests? The truth of the matter 
; that we cannot. About all we can say is that a country is not as well off as it 
ould be if it had fewer people. Just when a country reaches this particular 
sint of the optimum, we cannot say. 
Whatever may be said in regard to the economic optimum as a basis for 
population planning, the author’s general welfare concept of the social and 
thical optimum is still vague and uncertain. The meaning of such expressions 
; “ultimate values,” “welfare,” or even the ordinary word “poverty” is not easy 
to explain. Furthermore, it is not at all certain that such values are the same for 

| peoples throughout the world. Population attitudes may rest on superstition, 
family ideals, or religious beliefs, Might someone not say that there should 
also be a “religious optimum”? Certainly nations would differ as to these 
values, and then would all fight for the right to define them. Would Japan or 
Italy, for example, be willing to accept standards of world values and limit 
their present growth? There is also the assumption that a program of birth 
control can be made effective among people with an extremely low standard 
of living. On the contrary, it has often been found that a higher standard of 
living and birth limitation go hand in hand; where it is difficult to improve the 
standard of living on account of large numbers, any program of birth control 
is ineffective because of the very low standards of living. 

Many statements in this book seem either false or exaggerated. For example, 
on page 336 with reference to Latin America, the author states: ‘The Latin- 
American countries containing mixed populations and vast unsettled areas are 
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ch an relatively free from race and colour prejudice, but the will of the U. S. A. is 
plans their law.” Certainly the United States does not make the immigration laws for 


Argentina. The truth is that both the United States and the Latin-American 
countries prefer European over Asiatic immigration. On the same page he says: 


Use 


le, an 

ized “Prior to the last great war there were evident in the U. S. A. the same self- 
eco admiration of the whites and the glorification of the Nordic as the Great Race 
f the which have been discernible in Germany during recent years.” Does he mean 
untry that this was the entire basis of our quota laws? On page 220 he states: “The 


Negro problem in the rural South of the United States is fast becoming nation- 
wide due to the Negro birth rate being higher than that of the whites.” The life 
expectancy of the Negro is much less than that of the whites. Finally, on page 
429, he blames the unequal distribution of world population and resources, the 
exclusive tariff and immigration policy followed by the United States and the 
British Dominions, and exploitation in the old colonies of the British Empire as 
veing the “major factors which have contributed to sow the seeds of the Second 
World War.” Does he intend to justify war and the expansion policies of the 


per 


ated 

$ not Axis powers? 

mf It seems that there is one important and significant contribution made by 
tye this book, and this is the approach to a social problem made on different levels 


‘ analysis and in different fields of knowledge. Economists who look upon 
‘conomics as an attempt to understand human behavior will welcome it as a 
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contribution bringing out the interrelations between the sciences, Books of this 
character by one author are rare. To doubt that human wisdom is capable x 
the present time of taking the frail reeds of the social sciences and attaining te 
goals set forth by the author is not to detract from the idealism and world. 
outlook of his work. Both are sorely needed. American readers will agree with 
much of what is said about the need for a better distribution of resources, 
international codperation, and the necessity for some sort of internation 
order. 
LAWRENCE R. CHENAULT 
Hunter College 
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ices, hotels, tourist courts and camps. (Washington: Bureau of the Census. 1942. Pp. 


1058; 637. $2.75; $2.) 


—. Drainage of agricultural lands, statistics for counties with state and United States 
ummaries and a synopsis of drainage laws. (Washington: Bureau of the Census. 1942. 


. Drainage of agricultural lands, United States summary. (Washington: Bureau of 
e Census. 1943. Pp. 57. 20c.) 


me using ist ser. Data for small areas, United States summary, selected housing 
— itistics for states, urban and rural areas, cities of 50,000 or more, and metropolitan 
istricts, (W fered... Bureau of the Census. 1942. Pp. 39. 20c.) 


ape Housing 2nd ser. General characteristics: New York, Texas, Kentucky, Pennsyl- 
“ama, California, Illinois, Michigan. (Washington: Bureau of the Census. Various pages 


and prices 


—. Housing. 3rd ser. Characteristics by monthly rent or value: Alabama, Arizona, 


one California, Colorado, Connecticut, Delaware, District of Columbia, Florida, 
corgia, 


laho, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, Massa- 
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chusetts, Michigan, Minnesota, Mississippi, Missouri, Nebraska, New Jersey, New Me. 
ico, New York, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Rhode Islan 
South Carolina, Tennessee, Texas, Virginian, Washington, West Virginia, Wisconss 
(Washington: Bureau of the Census. Various pages and prices.) 


. Housing. 4th ser. Mortgages on owner-occupied nonfarm houses: Alabama, Ar. 
zona, Arkansas, California, Colorado, Connecticut, Delaware, District of Columbis 
Florida, Georgia, Idaho, Illinois, Indiana, lowa, Kentucky, Louisiana, Maine, Maryland, 
Massachusetts, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevads, 
New Mexico, North Carolina, North Dakota, Oklahoma, Oregon, Pennsylvania, Rhod 
Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, Vermont, We: 
Virginia, Wisconsin, Wyoming. (Washington: Bureau of the Census. Various pages and 
prices.) 


. Irrigation. Detailed statistics for drainage basins and counties, and summaries {or 
states and the United States. (Washington: Bureau of the Census. 1942. Pp. 688. $2.25) 


. Manufactures, 1939. Vol. 1. Statistics by subjects. Vol. 3. Reports for states ond 
outlying areas. (Washington: Bureau of the Census. 1942. Pp. 438; 1192, $1.75; $3) 


. Population. 2nd ser. Characteristics, United States summary. (Washington: Bureau 
of the Census. 1943. Pp. 195. 40c.) 


—. Population. 3rd ser. Labor force: Arkansas, California, Massachusetts, Michigan, 
Nevada, New Jersey, New York, Ohio, Pennsylvania. (Washington: Bureau of the 
Census. Various pages and prices.) 


. Population. 4th ser. Characteristics by age, marital status, relationship, education, 
and citizenship: Alabama, Arizona, Connecticut, Florida, Georgia, Indiana, Kentucky, 
Maine, Maryland, Massachusetts, Minnesota, Missouri, Nevada, New Hampshire, North 
Dakota, Oregon, South Carolina, Tennessee, Virginia, Washington, Wisconsin. (Wash- 
ington: Bureau of the Census. Various pages and prices.) 


. Population and housing. Statistics for census tracts: California: Los Angeles-Long 
Beach; Minnesota: Minneapolis; Missouri: St. Louis and adjacent area; New York 
Syracuse; Ohio: Toledo; Pennsylvania: Philadelphia, Pittsburgh; Texas: Dallas on 
adjacent area; Wisconsin: Milwaukee. (Washington: Bureau of the Census. Various 
pages and prices.) 

————. Population and housing. Statistics for health areas: New York City. (Washington 
Bureau of the Census. 1943. Pp. 201. 40c.) 

The international standardisation of labour statistics. Stud. and repts. ser. N, no. 25 (rev 
of no. 19). (Washington: Internat. Labour Office. 1943. Pp. vii, 169. $1.) 

Interstate Commerce Commission: fifty-fifth annual report on the statistics of railways ™ 
the United States, for the year ended Dec. 31, 1941. Bur. of transport econ. and stat 
(Washington: Supt. Docs. 1943. Pp. x, 581. $1.75.) 

Statistical abstract for British India; with statistics, where available, relating to certain 
Indian states from 1929-30 to 1938-39. (New York: British Information Services. 1% 
Pp. 869. $3.25.) 


Business Cycles and Fluctuations 


Jackson, F. A. Price-level stabilization through monetary control. (New York: New York 
Univ. 1942. Pp. 19.) 

Jounsen, J. E., compiler. Wage stabilization and inflation. (New York: Wilson. 1% 
Pp. 187. $1.25.) 


Wison, T. Fluctuations in income and employment, with special reference to recent - 
ican experience and post-war prospects. Stud. in econ. and comm. no. 8, London Schoo! 
of Econ. and Pol. Sci. (London and New York: Pitman. 1942. Pp. x, 213. $3.) 
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1943] 
Public Finance; Fiscal Policy; Taxation 


austin, M. Outline of federal income and excess profits taxes on corporation. (New 
York: Thesis Publishing. 1943. Pp. 128. $2.) 

Foro, R. S. and WAXMAN, A. Financing government in Michigan. Govt. stud., no. 9. (Ann 
Arbor: Univ. of Michigan Press. 1942. Pp. 213. $1.) 

Gusert, J. H. The tax systems of Australasia, Univ. monogs., stud. in econ. no. 2. (Eugene: 
Univ. of Oregon. 1943. Pp. V; 168. $1.25.) 


Rhod 
we Hazeett, C. W. A dynamic capitalism; the philosophy of incentive taxation and in- 
a an centivim. (New York and London: Harper. 1943. Pp. ix, 172. $2.50.) 


Hicks, J. R. and Hicks, U. K. Standards of local expenditure; a problem of the inequality 
‘ incomes. Nat. Inst. Econ. and Soc. Research, occasional papers III. (Cambridge: 
Univ. Press. New York: Macmillan. 1943. Pp. 61. 4s. 6d.) 

Kinzer, A. On the economics of war finance. Peace Research Project stud. on war and 
peace, no. 23. (New York: New School for Soc. Research. 1942. Pp. 18. 25c.) 


Mertens, J. The law of federal income taxation. 6 vols. (Chicago: Callaghan. 1942. $1.20.) 

Moutton, H. G. The new philosophy of public debt. (Washington: Brookings Inst. 1943. 
Pp. vi, 93. $1.) 

Ray, J. M. Alabama’s state dollar. (University: Bureau of Pub. Admin., Univ. of Alabama. 
1942. Pp. 135.) 

SHerwoop, J. F. and Niswoncer, C. R. Federal tax accounting. 14th ed. (Cincinnati: 
South-Western. 1943. Pp. 534. $3.60.) 


nour, C., FrrepMAN, M. and Mack, R. P. Taxing to prevent inflation: techniques for 
estimating revenue requirements. (New York: Columbia Univ. Press. 1943. Pp. xii, 236. 


) 


STUDENSKI, P. Measurements of variations in state economic and fiscal capacity. Bur. of 
research and stat. memo no. 50. (Washington: Social Security Board. 1943. Pp. 76.) 


Tompkins, D. C., compiler. Income tax collection plans. War bibliogs. no. 5. (Berkeley: 
Bureau of Pub. Admin., Univ. of California. 1943. Pp. 9, mimeographed. 35c.) 

Voornis, H. J. Out of debt, out of danger; proposals for war finance and tomorrow’s 
money. (New York: Devin-Adair. 1943. Pp. 238. $3.) 


Brasilian income tax law of 1942. (New York: Foreign and Internat. Book Co. 1942. Pp. 


] $2.) 


rev 


Budget of the United States Government for the fiscal year ending June 30, 1944. (Wash- 
ington : Supt. Docs. 1943. Pp. A83, 881. $2.) 

Consists of the message of the President, summary and supporting data, detailed esti- 
mates of appropriations, and government corporations and credit agencies, statement of 
cash receipts and expenditures. 

Budget of the United States Government, for the fiscal year ending June 30, 1944, budget 
message of the President and summary budget statements. (Washington: Supt. Docs. 
1943. Various pp. 40c.) 

Budget and Accounting act of 1921: hearings [House Committee on Expenditures in 
Executive Departments], 78th Cong., 1st sess., on H. R. 1610, to amend the Budget and 

Accounting act of 1921. Feb. and Mar., 1943, (Washington: Supt. Docs. 1943. Pp. 248. 

Colorado Tax Commission: thirty-first annual report. (Denver: [Colorado Tax Commis- 

sion. 1942.] Pp. 178.) 
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Commissioner of Internal Revenue: annual report for fiscal year ended June 30, 194 
(Washington: Supt. Docs. 1942. Pp. 193. 25c.) 


Debt limit of the United States: hearings [House Ways and Means Committee], 73 
Cong., 1st sess., on H. R. 1470, to increase the debt limit and for other purposes. Joy 
and Feb., 1943. (Washington: Supt. Docs. 1943. Pp. 82. 15c.) 


Federal expenditures: hearings [Joint Committee on Reduction of Nonessential Feder 
Expenditures], 78th Cong., 1st sess., pursuant to sec. 601 of the Revenue act of 194; 
Pt. 5. Dec. 1942 and Jan. 1943. (Washington: Supt. Docs. Pp. 1735-2052. 35c.) 


Federal and state tax cases: decisions of Supreme Court, October term 1938 to Jan. 1) 
1943 (305 U.S. to 316), report to Joint Committee on Internal Revenue Taxation, by 
its staff, pursuant to Internal Revenue Code, sec. 5011 (c). (Washington: Supt. Dog 
1943. Pp. 756. $1. 


Income tax: hearings [House Ways and Means Committee], 78th Cong., Ist sess., on « 
proposal to place income tax of individuals on a pay-as-you-go basis. Feb., 1943, (Wash- 
ington: Supt. Docs. 1943. Pp. 558. 60c.) 


Internal revenue: regulations 64, relating to the capital stock tax for the year ended June 
30, 1942 and subsequent years, as amended. (Washington: Supt. Docs. 1943. Pp. 51. 10c 


Internal revenue bulletin: cumulative, July-Dec. 1942. (Washington: Supt. Docs. 194: 
Pp. 743. 10c.) 


Public Debt act of 1943: hearing [Senate Finance Committee], 78th Cong., 1st sess., on 
S. 566, to increase the debt limit of the United States and for other purposes. Jan. 29 
1943. (Washington: Supt. Docs. 1943. Pp. 21. 5c.) 


Reconstruction Finance Corporation: activities of Reconstruction Finance Corporation and 
its subsidiaries in connection with the war up to Oct. 31, 1942, letter from Secretary of 
Commerce. H. doc. 905, 77th Cong., 2nd sess. (Washington: Supt. Docs. 1942. Pp. 27 
10c.) 


Secretary of the Treasury: annual report on the state of the finances, for the fiscal year 
ended June 30, 1942. (Washington: Supt. Docs. 1943. Pp. 739. $1.) 


Wartime problems of state and local finance. Symposium conducted by the Tax Institute 
Nov. 27-28, 1942, New York City. (Philadelphia: Tax Inst. 1943. Pp. ix, 254. $2.50.) 


Money and Banking; Short-Term Credit 


BLADEN, V. W. Money and the price system. (Toronto: Univ. of Toronto Press. 1942. Pp 
25. 50c.) 

CHLEPNER, B. S. Belgian banking and banking theory. (Washington: Brookings Inst. 1%: 
Pp. x, 224. $2.50.) 

Irwin, W. A., and others. Monetary, credit and central banking policies. (New Wilmington 
Pa.: Econ. and Bus. Found. 1943. Pp. 39.) 


MADELEINE, Sister M. G. Monetary and banking theories of Jacksonian democracy. (Phila- 
delphia: Dolphin Press. 1943. Pp. xi, 186. $2.50.) 


Morcan, E. V. The theory and practice of central banking. Stud. in econ. hist. (Cam 
bridge: Univ. Press. New York: Macmillan. 1943. Pp. xi, 252. $3.50.) 


REEVE, J. E. Monetary reform movements—a survey of recent plans and panaceas. Intro- 
duction by W. L. Torr. (Washington: Am. Counc. on Pub. Affairs. 1943. Pp. xiv, 
Cloth, $3.75; paper, $3.25.) 


Wuittiesey, C. R. The banking system and war finance. Our econ. in wat, occasional 
paper 8. (New York: Nat. Bur. Econ. Research. 1943. Pp. 53. 25c.) 
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wucet, J. M. Democracy—an economic pattern. Also: Dual money. (San Francisco: 
Author, 220 Montgomery St. 1942. Pp. 82. $1.) 


Devaluation of the dollar: hearing [Senate Banking and Currency Committee], 78th Cong., 
1st sess., on S. 991, to extend the time within which the powers relating to the stabili- 
sation fund and alteration of the weight of the dollar may be exercised. Apr. 16, 1943. 
Washington: Supt. Docs. 1943. Pp. 28. 10c.) 


Director of the Mint: annual report for the fiscal year ended June 30, 1942, including 
report on the production of the precious metals during the calendar year 1941. (Wash- 
ington: Supt. Docs. 1942. Pp. 112. 50c.) 


Federal Reserve act: hearing [Senate Banking and Currency Committee], 78th Cong., Ist 
sess, on S. 658, to repeal the 6th paragraph of sec. 18 of the Federal Reserve act; and 
5S. 1041, to extend the period during which direct obligations of the United States may 
be used as collateral security for Federal Reserve notes. May 4, 1943. (Washington: 
Supt. Docs. 1943. Pp. 17. Se.) 


Gold Reserve act: provisional regulations issued under the Gold Reserve act of 1934, as 
amended to Apr. 15, 1942. (Washington: Supt. Docs. 1943. Pp. 33. 10c.) 


Silver: hearings [Senate Banking and Currency Committee], 78tk Cong., Ist sess., on S. 
35, §. 192, and S. 1038, to authorize the use for war purposes of silver held or owned 
by the United States. Apr., 1943. (Washington: Supt. Docs. 1943. Pp. 63. 10c.) 


International Trade, Finance and Economic Policy 


Baney, T. A. America’s foreign policies: past and present. Headline books, no. 40. (New 
York: Foreign Pol. Assoc. 1943. 25c.) 


Beas, S. F. The Latin American policy of the United States; an historical interpretation. 
Inst. of Internat. Stud., Yale University. (New York: Harcourt Brace. 1943. Pp. 484. 


cn 


Burven, W. A. M. The struggle for airways in Latin America. (New York: Counc. on 
Foreign Rel. 1943. Pp. 268. $5.) 

ONDLIFFE, J. B., and others. Problems of hemispheric defense. (Berkeley: Univ. of Cali- 
fornia Press. 1942. Pp. 139. $1.50.) 

flanvers, R. E., and others. What about the trade agreements? Broadcast no. 265. (Chi- 
cago: Univ. of Chicago Round Table. 1943. Pp. 26. 10c.) 

ot, S., compiler. Foreign relief and rehabilitation—a bibliography. Admin. of relief 
abroad no. 1. (New York: Russell Sage Found. 1943. Pp. 23. 20c.) 


~~“ W. U. S. foreign policy: shield of the Republic. (Boston: Little Brown. 1943. 
p. 194. $1.50.) 


Lutz, F. A. International monetary mechanisms; the Keynes and White proposals. Essays 
in internat. finan. no. 1, (Princeton: Internat. Finan. Sec., Princeton Univ. 1943. Pp. 21.) 


Micutup, F. International trade and the national income multiplier. (Philadelphia: Blakis- 
‘on. 1943. Pp. xvi, 237. $3.50.) 

NARAVANASWAMY Narpu, B. V. Indian trade. Foreword by Sir R. K. S. Cuertt. Univ. 
‘con, ser. no. 9. (Annamalainagar, India: Annamalai Univ. 1942. Pp. xv, 270. Rs. 2.) 


Srwovr, G.. and others. Hemispheric policy. Nat. pol. papers no. 6. (Washington: Nat. 
Pol. Committee. 1943. Pp. $1.) 


ce A. R., and others. American international economic policies. (New Wilmington, 


Econ. and Bus. Found. Pp. 48.) 
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Canadian-A merican developments. Rept. of Canada-U. S. Comm. (Washington: Chambe 
of Commerce of the United States. 1942. Pp. 10.) 


Die devisenbestimmungen im protektorat Bohmen and Méahren; Dénemark; 
Ungarn. (Basel: Bank fiir Internat. Zahlungsausgleich. 1942. Pp. 42; 14; various: 1 
Sw. fr. 2; .75; 20; 70.) 


Executive agreements: commercial relations, agreement between the United States of 
America and the Dominican Republic, as modified by an exchange of notes signed Mu 
24, 1942, effected by exchange of notes signed Nov. 14, 1942. Exec. agreement x 
274. (Washington: Supt. Docs. 1943. Pp. 4. 5c.) 


Foreign commerce yearbook. 1939. (Washington: Supt. Docs. 1942. Pp. 322. $1.) 
Contains statistics for 1938 and also for 1939, except for countries which suspended 
the publication of such statistics at the outbreak of the present war. In the latter cas 
data for the available portion of the year 1939 have been included (notably for Ge. 
many, Italy, and France). 


Foreign exchange regulations in Eire; Great Britain—4th ed. (Basle: Bank for Intern 
Settlements. 1943; 1942. Pp. 20; 200. Sw. fr. 1; 9.) 


Foreign relations: papers relating to the foreign relations of the United States, 1919, the 
Paris Peace Conference. Vols. 1 and 2. (Washington: Supt. Docs. 1942. Pp. 575; 812. 
$1.25; $1.50.) 


: papers relating to the foreign relations of the United States, 1929. 3 vols. (Wash 
ington: Supt. Docs. 1942; 1943; 1943. Pp. 1057; 1024; 1006. $2.25; $2; $2.) 


Foreign-trade and exchange controls in Germany. U.S. Tariff Commission, rept. no. 1%, 
2nd ser. (Washington: Supt. Docs. 1942. Pp. xi, 294. 35c.) 
On the methods and policies of German foreign-trade control, with special reference 
to the period 1931 to 1939. 


Lend-lease: hearings [House Foreign Affairs Committee], 78th Cong., Ist sess., on H.R 
1501, to extend for one year the provisions of an act to promote the defense of th 
United States, approved Mar. 11, 1941. Jan., Fet., 1943. (Washington: Supt. Docs. 1%3 
Pp. 364. 35c.) 


Lend-lease operations: eighth quarterly report to Congress on lend-lease operations for the 
period ended Mar. 11, 1943. (H. doc. 129, 78th Cong., 1st sess.) (Washington: Supt 
Docs. 1943. Pp. 56. 10c.) 


: report of the 78th Congress on lend-lease operations, letter from the lend-leas 
administrator, transmitting report on the operations under the lend-lease act, from i 
passage of the act, March 11, 1941, to Dec. 31, 1942. (H. doc. 57, 78th Cong., Ist ses 
(Washington: Supt. Docs. 1943. Pp. 91. 15c.) 


Norwegen: bestimmungen iiber auslandische sahlungsmittel, forderunger, wert papier’ a 
F.E.R. 25. (Basel: Bank fiir Internat. Zahlungsausgleich. 1943. Pp. 5. Sw. fr. .25.) 


Quantitative trade controls—their causes and nature. Econ., finan. and transit dept. Pub. 
1043. ILA.S. (Geneva: League of Nations. New York: Columbia Univ. Press. 1945. Pp 
45. 50c.) 


Reciprocal-trade agreements: program in war and peace. State Dept., commercial pol. sf 
73. (Washington: Supt. Docs. 1943. Pp. 10. 5c.) 


Réglementation du commerce des devises: Bulgarie; Belgique; France-6th ed.; —_ 
suppl.; Italie-2nd ed. (Bale: Banque des Réglements Internat. 1942; 1942; 1943; 19; 
1942. Pp. 25; various; 175; 9; 90. Sw. fr. 1.25; 2; 8; —}; 4.50.) 


Trade relations and commercial policy of the United Kingdom. By the Research Stal a 
Nat. Inst. of Econ. and Soc. Research. Econ. and soc. stud. III. (Cambridge: ‘" 
Press. New York: Macmillan. 1943. Pp. x, 275.) 
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umber Trade relations between free-market and controlled economies. Econ., finan. and transit 
dept. Pub. 1943. I1.A.4. (Geneva: League of Nations. New York: Columbia Univ. Press. 
p. 92. $1.) 
70 
Business Finance; Insurance; Investments; Securities Markets 
es of Dusuin, L. I. A family of thirty millions; the story of the Metropolitan Life Insurance 
Mor Company. (New York: Metropolitan Life Insurance Company. 1943. 1943. Pp. xvi, 
it ser, 406.) 
EpetMAN, J. M. Securities regulation in the 48 states. (Chicago: Counc. of State Govern- 
ments. 1942. Pp. 61, mimeographed. 50c.) 
au Harwoon, E. C. Investment trusts and funds from the investor's point of view. 7th ed. 
4 oa Cambridge: Am. Inst. for Econ. Research. 1942. Pp. 102. $1.) 
Heaney, N. S. Public trusteeship. Univ. stud. in hist. and pol. sci. ser. LX, no. 4. (Balti- 
- more: Johns Hopkins Press. 1942. Pp. 130. $1.50.) 


An examination of the case tor public trustees performing functions analagous to 
those of private trustees and trust companies, based on the experience of New Zealand 
9, the and England. 

Kersey, R. W. and Dantets, A. C. Handbook of life insurance. (New York: Putnam, for 

Inst. of Life Insurance. 1943. Pp. 64. Cloth, $1; paper, 15c.) 


Wat Koc, A. R. The financing of large corporations, 1920-39. Stud. in bus. finan. (New York: 
Nat. Bur. Econ. Research. 1943. Pp. xiv, 141. $1.50.) 
. Massel, M. S. Business reserves for post-war survival: their impact on capital adjustments. 
heal Planning pamphs. nos, 19 and 20. (Washington: Nat. Planning Assoc. 1943. Pp. 132. 
HR McCanan, D., editor. Life insurance: trends and problems. Huebner Found. lectures. 
of th Philadelphia: Univ. of Pennsylvania Press. 1943. Pp. xiii, 247. $2.) 
1043 STEPHENSON, G. T. Trust institutions in wartime. Stud. in trust bus., 2nd ser., no. 6. 
(New York: Am. Bankers Assoc. 1942. Pp. 25. 25c.) 
for the Superintendent of insurance, State of New York: 83rd annual report, for year ended De- 
: Supt cember 31, 1941. Vol. Il. Fire and marine insurance companies. Legis. doc. (1942) no. 
85. (Albany: State of New York Insurance Dept. 1942. Pp. 179a, 1301.) 
d 
om the Public Control of Business; Public Administration; National 
t sess 
Defense and War 
re, ett Backman, J. Rationing and price control in Great Britain. Pamph. no. 50. (Washington: 
) Brookings Inst. 1943. Pp. 71. 50c.) 
t. Pub BENNETT, W. B. The American patent system; an economic interpretation. (Baton Rouge: 
43. Pp Louisiana State Univ. Press. 1943. Pp. vi, 259. $3.) 
BowMAan, M. J. and Hart, A. G. Food management and inflation. Wartime farm and food 
pol. se. pol., no. 8. (Ames: Iowa State Coll. Press. 1943. 20c.) 
ERRLICH O. H. Uncle Sam versus inflation—the problem and its solution in cartoons. 
France New York and London: Harper. 1943. Pp. xii, 159. $2.) 
5 1M “Lis, R. Patent assignments and licenses, including trade secrets. 2nd ed. (New York: 
aker, Voorhis, 1943, Pp. 1040. $20.) 
ae — G. A. and REINING, H., Jr., editors. Regulatory administration—an exploratory 
Ua ‘way. (New York: Wiley. 1943. Pp. 254. $2.75.) 


‘ontains “Regulatory administration,” by G. A. Graham; “Police administration,” 
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by O. W. Wilson; “Regulation in public health,” by G. W. Anderson; “State labor lay 
administration,” by H. Reining, Jr.; “Public utility regulation,” by W. E. Mosher: 
“Regulation of railroads,” by W. LaRoe, Jr.; “The location and utilization of authority 
in a regulatory agency,” by L. C. Marshall. 


HEHMEYER, A. Time for change; a proposal for a Second Constitutional Convention. (Ney 
York: Farrar and Rinehart. 1943. Pp. 222. $2.) 


Mateo, F. A. El poder economico del estado. (Lima, Peru: Miranda. 1941. Pp. 16. S. 0,0) 


Morrow, G. D. and Traytor, O. F. State liquor monopoly or private licensing? (Lexing. 
ton: Legis. Counc., Commonwealth of Kentucky. 1942. Pp. 80.) 


Noyes, C. R. Property and sovereignty. (New York: Author. [1943.] Pp. 33.) 


RICHBERG, D. R. Government and business tomorrow; a public relations program. Pub, 
rel. stud. (New York: Harper. 1943. Pp. 210. $2.50.) 


RuML, B. Government, business and values. Baxter memorial lectures, University of 
Omaha. (New York: Harper. 1943. Pp. 52. $1.) 


Stone, M. E. American liquor control. (Boston: Christopher. 1943. Pp. 177. $2.50.) 


Wise, H. L. War-time price control in New Zealand. (Melbourne: Whitcombe and Tomls 
[1943.] Pp. 79. 3s. 6d.) 


Battle stations for all; the story of the fight to control living costs. (Washington: Ofic 
of War Information. 1943. Pp. 128.) 


Code of federal regulations: 1941, supplement, containing documents of general applicabilil) 
and legal effect issued by federal agencies and filed with the Division of Federal Register 
during the year 1941, including presidential proclamations, executive orders, and other 
presidential documents in full text, with ancillaries and index. Title 27-title 45. (Wast- 
ington: Supt. Docs. 1943. Pp. 2539-3624. $3.) 


Federal Trade Commission: annual report for fiscal year ended June 30, 1942. (Wash 
ington: Supt. Docs. 1942. Pp. 136. 20c.) 


: decisions, findings, orders, and stipulations. Vol. 34. Nov. 1, 1941 to June 30, 194 
(Washington: Supt. Docs. 1942. Pp. 1943. $2.75.) 


National defense program: hearings [House Special Committee to Conduct Study and ln 
vestigation of the National Defense Program in Its Relation to Small Business in the 
United States], 78th Cong., 2nd sess., on H. Res. 294, authorizing an investigation 0/ 
the national defense program in its relation to small business. Vol. 2, rev. Nov. om 
Dec. 1942. (Washington: Supt. Docs. 1943. Pp. 895-2076. $1.25.) 


: investigation of national defense program, additional report pursuant to S. R 
71 (77th Cong.), authorizing and directing investigation of national defense progrom 
Pt. 1. Barges. Pt. 2. Farm machinery and equipment. Pt. 3. Steel. Pt. 4. Second annul 
report. Pt. 5. Renegotiation of war contracts. (78th Cong., 1st sess., S. rept. 10.) (Wash- 
ington: Supt. Docs. 1943. Pp. 16; 25; 19; 220; 20. Pts. 1, 2, 3, 5, 5c each; Pt. 4, 2% 

Patents: hearings [Senate Patents Committee], 77th Cong., 2nd sess., on S. 2303, for i 
use of patents in the interest of national defense or the prosecution of the war, ™ 
for other purposes; S. 2491, to amend the patent laws, to prevent suppression of * i 
vention, and for other purposes. Pt. 10. Index. (Washington: Supt. Docs. 1943. Pp. °2 
5306. 10c.) 


Prices and margins. Issued by the Board of Trade. (London: H. M. Stationery Oftee 
1942. Pp. 108. 1s.) 

Traders’ guide to price control of utility and non-utility cloth, apparel, bedding and 
household textiles. 


Secretary of Commerce: annual report, 1942. (Washington: Dept. of Commerce. 
Pp. 136. 20c.) 
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zr subject headings for information files. 2nd ed. (New York: Special Lib. Assoc. 1943. 
Pp. 72. $2.10.) 


sdustrial Organization; Price and Production Policies; Business Methods 


un. H. The house of Goodyear; a story of rubber and of modern business. (Cleveland: 
Corday and Gross. 1943. Pp. 417. $2.) 

psvton, W., and others. Cartels and the peace. Broadcast no. 277. (Chicago: Univ. of 
Chicago Round Table. 1943. Pp. 25. 10c.) 

Hyon. L., and others. Production, consumption, income distribution and price policies. 
New Wilmington, Pa.: Econ. and Bus. Found. 1943. Pp. 45.) 
t behavior and price policy. By the Committee on Price Determination for the Con- 
ference on Price Research. Price stud. no. 4. (New York: Nat. Bur. Econ. Research. 1943. 
Pp. xix, 356. $3.) 


Marketing; Domestic Trade 


Hicks, W. F. and Crowper, W. F. Small retail store mortality. Econ. ser. no. 22. (Wash- 
ington: Bur. of Foreign and Domestic Commerce, Dept. of Commerce. 1943. Pp. 43.) 


Mining; Manufacturing; Construction 


Icxes, H. L. Fightin’ oil. (New York: Knopf. 1943. Pp. 184. $1.75.) 


Loverinc, T. S. Minerals in world affairs. (New York: Prentice-Hall. 1943. Pp. 403. 
$5.35: textbook ed., $4.) 


(ssornz, R. A., compiler. Am index to American petroleum statistics. (New York: 
Spec. Lib. Assoc, 1943. Pp. 8, mimeographed. 50c.) 


Pocve, J. E. and Cogueron, F. G. Capital flow and capital formation in the petroleum 
industry, 1934-1941. (New York: Petroleum Div., Am. Inst. of Mining and Metal- 
lurgical Engineers. 1943. Pp. 20.) 


Lockwood's directory of the paper and allied trades, 1943. (New York: Lockwood Trade 
Journal Co. 1942. Pp. 1212. $7.50.) 


The paper and pulp industries of New York State; an economic analysis. Div. of Com- 
merce pub. no. 2. (Albany: Exec. Dept., State of New York. 1942. Pp. 111.) 


People in production; an enquiry into British war production. Pt. 1. (Forest Hills, N.Y.: 
transatlantic Arts. 1943. Pp. 420. $3.) 


Business additional report pursuant to S. R. 298, 76th Cong. (78th Cong., 1st sess., 
». rept. 12.) (Washington: Supt. Docs. 1943. Pp. 22. 5c.) 


fs : hearings [Senate, Spec. Committee to Study and Survey Problems of Small 
Susiness Enterprises], 77th Cong., 2nd sess., pursuant to S. Res. 298 (76th Cong.), to 
‘Ppoint a special committee to study and survey problems of small business enterprises. 


Py 


“ 10. Smaller concerns in war production. Oct., 1942. (Washington: Supt. Docs. 1942. 
P. 1047-1334. 35¢.) 


——: hearings [Senate Spec. Committee to Study and Survey Problems of Small 
Business Enterprises], 78th Cong., Ist sess., pursuant to S. Res. 298 (76th Cong.) ; 
H. Res. 18 (78th Cong.), authorizing an investigation of the national defense program 
m relation to small business. Mar., 1943. (Washington: Supt. Docs. 1943. Pp. 85. 15c.) 
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Petroleum investigation (gasoline and rubber); hearings (House Interstate and Foreign 
Commerce Committee], 77th Cong., 2nd sess., pursuant to H. Res. 290 (76th Cong.) 
and H. Res. 15, H. Res. 118, and H. Res. 383 (77th Cong.), relating to petroleum ix. 
vestigation in connection with national defense. Nov. and Dec. 1942. Supplement io 
hearings held in Feb., Mar. and May 1942. (Washington: Supt. Docs. 1943. Pp, 343, 35¢ 


Transportation; Communication; Public Utilities 


Cuerry, T. D. A study of the freight rates affecting Texas agriculture. Bull. no. 72 
(College Station: School of Engineering, Texas Engineering Exp. Sta. 1943. Pp. 138, 


HUuNGERFORD, E. Transport for war, 1942-1943. (New York: Dutton. 1943. Pp. 272. $3.) 


KAEMPFFERT, W. The airplane and tomorrow’s world. Pamph. no. 78. (New York: Pub 
Affairs Committee. 1943. Pp. 31. 10c.) 


LACHMANN, K. The shipping problem at the end of the war. Peace Research Project stud 
on war and peace, no. 25. (New York: New School for Soc. Research. 1943. Pp. 24. 25c.) 


PARMELEE, J. H. A review of railway operations in 1942. Spec. ser. no. 72. (Washington 
Bur. Railway Econ., Assoc. Am. Railroads. 1943. Pp. 40.) 


Civil Aeronautics Board: annual report, 1942. (Washington: Supt. Docs. 1943. Pp. 42. 30c 


Civil Aeronautics act of 1938: hearings [House Interstate and Foreign Commerce Com- 
mittee], 78th Cong., 1st sess., on H. R. 1012, to amend the Civil Aeronautics act of 
1938, as amended, and for other purposes. Feb., 1943. (Washington: Supt. Docs. 1943 
Pp. 453. 65c.) B 


Communications act of 1934: hearing [Senate Interstate Commerce Committee], 77! 
Cong., 2nd sess., on H. R. 7370 to authorize, during time of war, waiver of compliance B 
with or modification or suspension of the operation of certain provisions of the Com- 
munications act of 1934. Dec. 1942. (Washington: Supt. Docs. 1943. Pp. 79. 10c. 


Communications industry: statistics for the year ended Dec. 31, 1941, containing financial 
and operating data relating to communication carriers and standard broadcast stations 
subject to the Communications act of 1934. (Washington: Supt. Docs. 1943. Pp. 265 
30c.) 


Federal aid highway legislation: hearing [Senate Post Offices and Post Roads Committe) 
78th Cong., Ist sess. on S. 821, to amend the act entitled “An act to provide that the 
United States shall aid the states in the construction of rural post roads and for other S; 
purposes,” as amended and supplemented, and for other purposes. Mar., 1943. (Washing- 
ton: Supt. Docs. 1943. Pp. 25. 5c.) 


Freight rates and the South. Papers of the Inst. of Research and Training in the Soc. Sa, 
Vanderbilt University, no. 5. (Nashville: Vanderbilt Univ. Press. 1943. Pp. 52. 50) 
Statements by A. W. Vogtle and H. B. Kline. 


General Land Office: annual report of commissioner, 1942, to Secretary of Interor 
(Washington: Supt. Docs. 1943. Pp. 129-141. 5c.) 

Interstate Commerce Commission: annual report, Nov. 1, 1942. (Washington: Supt 4, 
Docs. 1942. Pp. 203. 75c.) 

: decisions. Vol. 32, motor carrier cases. Jan. 1942-Apr. 1942. Vol. 33, motor cone 
cases. May 1942-Sept. 1942. Vol. 251. Jan.-July 1942. (Washington: Supt. Docs. 1942 7 
1943; 1943. Pp. 967; 955; 844. $1.75; $2; $1.75.) Bj 

Laws relating to federal aid in construction of roads [Aug. 1912-July 1942]. (Washington 
Supt. Docs. 1943. Pp. 127. 15c.) 

Petroleum-industry hearings before the Temporary National Economic Committee. 
York: Am. Petroleum Inst. 1942. Pp. 602. $3.) 
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Railways: Comparative statement of railway operating statistics, individual steam rail- 
ways having annual operating revenues of over $5,000,000, years 1941, 1940, and 1939. 
Interstate Commerce Commission, statement no. 42200. (Washington: Supt. Docs. 1942. 


Pp. 113. 60c.) 


: text of 55th annual report on the statistics of railways for the year ended Dec. 31, 


1941, including also selected data relating to other common carriers (except motor 
carriers) subject to the Interstate Commerce act for 1941. (Washington: Supt. Docs. 


1943, Pp. 239. 45c.) 


Rural Electrification Administration: report of administrator, 1942. (Washington: Supt. 


Docs. 1942. Pp. 19. Se.) 


Summary report on study of interterritorial freight rates. (Washington: Board of In- 
vestigation and Research. 1943. Pp. 54.) 


Work of Public Roads Administration, 1942. (Washington: Supt. Docs. 1943. Pp. 37. 10c.) 


Agriculture; Forestry; Fisheries 


Brack, J. D., and others. The strategy of food. Broadcast no. 270. (Chicago: Univ. of 
Chicago Round Table. 1943. Pp. 25. 10c.) 


Branot, K. Fats and oils in the war. War-peace pamph. no. 2. (Stanford University: Food 
Research Inst., Stanford Univ. 1943. Pp. 60. 25c.) 


Buck, J. L. Am agricultural survey of Szechwan Province, China. (New York: Inst. of 


Pacific Rel. 1943. Pp. v, 63. 75c.) 


Butrrick, P. L. Forest economics and finance. (New York: Wiley. 1943. Pp. 484. $4.50.) 


Eaton, J. W. Exploring tomorrow’s agriculture: codperative group farming—a practical 


program of rural rehabilitation. 


FaRNSworTH, H. C., TIMOSHENKO, 


(New York: Harper. 1943. Pp. xvi, 255. $2.75.) 
V. P. and Croven, M. A. World wheat survey and 


outlook, May, 1943. Wheat stud., Vol. XIX, no. 6. (Stanford University: Food Research 


Inst. 1943. Pp. 31. $1.) 


SCHICKELE, R. Manpower in agriculture. Wartime farm and food pol., pamph. no. 3. 
(Ames: Iowa State Coll. Press. 1943. Pp. 50. 20c.) 


scuuLTz, T. W. Farm prices for food production. Wartime farm and food pol., pamph. 
no. 2. (Ames: Iowa State Coll. Press. 1943. Pp. 43. 20c.) 


TIMOSHENKO, V.' P. Variability in wheat yields and outputs. Pt. II. Regional aspects of 
variability. Wheat stud., Vol. XIX, no. 5. (Stanford University: Food Research Inst. 


1943. Pp. 52. $1.) 


Ag riculture : hearing [Senate Military Affairs Committee], 78th Cong., 1st sess., on S. 680, 
0 provide needed manpower for the production, conservation and protection of food 


luring the year 1943, Mar. 1943. 


(Washington: Supt. Docs. 1943. Pp. 18. 5c.) 


Agricultural Marketing Administration: annual report on tobacco statistics, 1942. (Wash- 
ington: Supt. Docs. 1942. Pp. 102.) 


: report of administrator, 1942. (Washington: Supt. Docs. 1942. Pp. 83. 10c.) 


Bibliography of agriculture. Sec. A. Agric. econ. and rural soc. Vol. 1, nos. 3, 4, 5; 
be 2, no. 2. (Washington: U. S. Dept. of Agric. Library. 1942 and 1943. Pp. 54; 66; 


; 68.) 


Dureau of Agricultural Economics: 
Pp. 15. 5c.) 


report of chief, 1942. (Washington: Supt. Docs. 1942. 
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Commodity Credit Corporation: report of president, 1942. (Washington: Supt. Dog 
1942. Pp. 24. 10c.) 


Farm crops, utilization: hearings [Senate Agriculture and Forestry Committee], 794 
Cong., 1st sess., on S. Res. 224 (77th Cong.) and S. Res. 80. (78th Cong.), for an ix. 
vestigation relative to the production of industrial alcohol, synthetic alcohol, and syn. 
thetic rubber from farm crops; and on the President’s veto message, S. doc. 243 o» 
S. 2600 (77th Cong.). Pt. 5. Jan. and Feb. 1943. (Washington: Supt. Docs, 194; 
Pp. 1337-1628. 30c.) 


Farm labor conditions: hearings [Senate Spec. Committee to Investigate Farm Labor 
Conditions in the West], 78th Cong., 2nd sess., on S. Res. 299, to investigate agricultural 
labor shortages in the Western States in connection with the prosecution of the wor 
Pt. 1. Sacramento, Nov. 1942. Pt. 2. Los Angeles, Nov. and Dec. 1942. (Washington 
Supt. Docs. Pp. 1-140; 141-497. 15c; 35c.) 


Farm labor program: hearings [House Appropriations Committee], 78th Cong., Ist sess, 
on appropriation for the farm labor program, calendar year 1943. (Washington: Supt 
Docs. 1943. Pp. 220. 25c.) 


: hearings [Senate Appropriations Committee], 78th Cong., Ist sess., on H. J 
Res. 96, making an appropriation to assist in providing a supply and distribution of farm 
labor for the calendar year 1943. (Washington: Supt. Docs. 1943. Pp. 283. 30c.) 


Fishery problems: hearings [House Merchant Marine and Fisheries Committee], 75th 
Cong., 1st sess., on H. Res. 52, authorizing investigation of the national defense program 
as it relates to the Committee on the Merchant Marine and Fisheries. Mar. and Apr 
1943, (Washington: Supt. Docs. 1943. Pp. 126. 15c.) 


Food supply: hearings [Senate Agricultural and Forestry Committee], 78th Cong., I 
sess. Pt. 1. Feb. and Mar, 1943. (Washington: Supt. Docs. 1943. Pp. 428. 60c.) 


Manpower (farm labor): hearing [Senate Military Affairs Committee], 78th Cong 
Ist sess., on S. 729, providing for the deferment from military service of persons 
engaged in agricultural occupations. Mar. 1943. (Washington: Supt. Docs. 1943 
Pp. 34. 10c.) 


Public lands: hearings [Senate Public Lands and Surveys Committee], 77th Cong 
2nd sess., pursuant to S. Res. 241 (76th Cong.), authorizing the Committee on Public 
lands and Surveys to make an investigation with respect to the administration and we 
of public lands. Pt. 5. Tonopah, Nev.; Glenwood Springs, Colo. Oct. and Nov. 19% 
(Washington: Supt. Docs. 1943. Pp. 1767-2135. 35c.) 


Secretary of Agriculture: report, 1942. (Washington: Supt. Docs. 1942. Pp. 220. 25c.) 


Subsidy agreements: hearings [House Merchant Marine and Fisheries Committee], 7% 
Cong., Ist sess., on H. R. 134, for suspension, during the war, of operating-differential 
subsidy agreements, and attendant benefits, under title 6 of the Merchant Marine oc 
1936 as amended, and for other purposes. Mar. 1943. (Washington: Supt. Docs. 19 
Pp. 69. 10c.) 


United Nations conferences on food and agriculture, final act and section reports. Hot 
Springs, Va., May 18-June 3. State Dept. pub. 1948, conf. ser. 52. (Washington: Supt 
Docs. 1943. Pp. 61. 20c.) 


Economic Geography; Regional Planning; Urban Land; Housing 


Harper, A. G., and others. Man and resources in the middle Rio Grande Valley. Inter 
Americana ser., stud. 2. (Albuquerque: Univ. of New Mexico Press. 1943. Pp. 164 
$2.25.) 


\ 
PRI 
4 
[RI 
\A 
Une 
I 

BRI 
| 


TITLES OF NEW BOOKS 739 


1943] 


James, H., editor. American planning and civic annual. (Washington: Am. Planning and 
Civic Assoc. 1943. Pp. 264. $3.) 

Moster, C. i. Evaluating rural housing; the development of the Florida housing inventory 
and the index of housing. (Gainesville: Univ. of Florida. 1942. Pp. 88.) 


parcuett, C. H. The Tennessee Valley Authority, a study in public administration. 
Chapel Hill: Univ. of! North Carolina Press. 1943. Pp. xiii, 333. $3.50.) 


Rinctey, D. C. and Exsiaw, S. E. Influence of geography on our economic life. (New 
York: Gregg. 1943. Pp. 664. $1.84.) 


Tree, H. A. Town planning and road traffic: (New York: Longmans Green. 1942. Pp. 118. 


Van Sickie, J. V. Planning for the South—an inquiry into the economics of regionalism. 
Nashville: Vanderbilt Univ. Press. 1943. Pp. x, 255. $2.75.) 


Columbia Basin Project act: hearings [House Irrigation and Reclamation Committee], 
78th Cong., Ist sess., on H. R. 839, to amend an act entitled “An act to prevent specu- 
lation in lands in the Columbia Basin and to aid actual settlers in securing such lands 
at the fair appraised value thereof, and for other purposes,’ May 27, 1937 (50 Stat. 208), 
md for other purposes. Jan. 1943. (Washington: Supt. Docs. 1943. Pp. 33. 10c.) 


Housing and planning research in-New York City, 1937-1942. (New York: Citizens 
Housing Counc. of New York. 1942. Pp. 103, mimeographed. 50c.) 

Vational Housing act: hearings [House Banking and Currency Committee], 78th Cong., 
Ist sess., on H. R. 1726 (superseded by H. R. 1914], to amend the National Housing act 
ind for other purposes. Rev. Feb. 1943. (Washington: Supt. Docs. 1943. Pp. 49. 10c.) 


National Resources Planning Board: development of resources and of economic oppor- 
tunity in the Pacific Northwest. (Washington: Supt. Docs. 1942. Pp. 178. $1.50.) 


——: Pacific Northwest region, industrial development. (Washington: Supt. Docs. 1942. 
Pp. 39. 15c.) 

—: Pacific Southwest region, industrial development. (Washington: Supt. Docs. 1942. 
Pp. 66. 20c.) 

~——: State planning. (Washington: Supt. Docs. 1942. Pp. 142. 30c.) 


Labor and Industrial Relations 


ABERNETHY, B. R. Liberty concepts in labor relations. Introduction by R. BALDWIN. 
(Washington: Am. Counc. on Pub. Affairs. 1943. Pp. xi, 119. Cloth, $2.50; paper, $2.) 


Baker, H. The office library of an industrial relations executive, 1943. 4th ed. (Princeton: 
Indus. Rel. Sec., Princeton Univ. 1943. Pp. viii, 33. 40c.) 

~—— and FriepMan, R. B. The use of part-time workers in the war effort. (Princeton: 
Indus. Rel. Sec., Princeton Univ. 1943. Pp. 48. $1.) 


Broc K, R. E The background and recent status of collective bargaining in the cotton 
imaustry in Rhode Island. Stud. in soc. vol. 8. (Washington: Catholic Univ. of Am. 
1942. Pp. 266. $2.) 

BRoby, M. E. Wage rates and living costs in a war economy. Stud. in bus. admin., Vol. 
XIII, no. 3. (Chicago: Univ. of Chicago Press. 1943. Pp. vi, 38. $1.) 


CARSKADON, T R. Workers and bosses are human; collective bargaining at work. Pamph. 
no. 76. (New York: Pub. Affairs Committee. 1943. Pp. 32. 10c.) 


Das, R. K. History of Indian labour legislation. Spec. readership lectures. (Calcutta: 
Univ. of Calcutta Press. 1941. Pp. xv, 378.) 
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Foster, W. Z. The Soviet labor unions and Allied labor unity. (New York: Workers Li Mer 
Pub. 1943. Pp. 47. 5c.) Le 

GLover, K. Women at work in wartime. Pamph. no. 77. (New York: Pub. Affairs Com. 7 0 
mittee. 1943. Pp. 31. 10c.) Nati 

Hussarp, L. E. Soviet labour and industry. (London: Macmillan. 1942. Pp. xv, 315. $3.25) . 

Kivow tes, A. S. and THomson, R. D. Management of manpower. (New York: Macmillan - 
1943. Pp. ix, 248. $2.25.) x 

Nevins, A. R. Wage and salary stabilization; a manual of questions and answers for em- ec 
ployers, executives, and employees. (Deep River, Conn.: Nat. Foremen’s Inst. 1942, Py 
Pp. 39. 50c.) Nati 

Ross, L. Labor in Australia. (New York: Am. Counc., Inst. Pacific Rel. 1943. Pp. 48. Sc. - 

Scumupt, E. P. Absorbing the tot.’ labor supply; the problem of jobs for all at good real Re 
wages. Post-war readjustments bull. no. 5. (Washington: Chamber of Commerce of - 
the United States. 1943. Pp. 30.) " 

SprieceL, W. R. and Scuutz, E. Elements of supervision. (New York: Wiley. 194 “ 
Pp. xvii, 273. $2.25.) " 

Unio 

Tart, P. Economics and problems of labor. (Harrisburg: Stackpole. Pp. xx, 994. $4.) re 

Absenteeism: hearing [House Labor Committee], 78th Cong., 1st sess., on absenteeism Voce 
Pts. 1 and 2. Mar. 1943. (Washington: Supt. Docs. 1943. Pp. 1-131; 133-303. 15¢; 20c me 

Index to labor articles. Vol. XVI, nos. 9-10. (New York: Rand School Soc. Sci. 1942 se 
Pp. 7. $1, per year.) im 

Index for the year 1942. Vol. XLII, The Labour Gazette. (Ottawa: Dept. of Labour - 
Canada. 1943. Pp. lvi.) 

Labor and the war. By Labor Research Association. Fact book 6. (New York: Internat 
Pub. 1943. Pp. 208. $2.) 

Labor laws and their administration, 1941. Proceedings of the 27th Convention of the DE 
International Association of Governmental Labor Officials, St. Louis, Sept. 194! 13 
Bur. Lab. Stat. bull. 721. (Washington: Supt. Docs. 1943. Pp. 236. 25c.) 19 

Labour conditions in war contracts with special reference to Canada, Great Britain, and Hoy 
the United States. 2nd ed. Stud. and repts. ser. D. no. 23. (Washington: Internat. La! Cc 
Office. 1943. Pp. 74. 25c.) Lay. 

Labour organization in Canada; thirty-first annual report, for 1941. Published by Dept Q 
of Labour [Canada]. (Ottawa: Cloutier. 1943. Pp. 55. 25c.) Fi 

Legislative series, Jan.-Mar. 1943; Apr.-June 1943. (Montreal: Internat. Lab. Office. 1% Ros: 
Various pp. $5 per year.) Py 

Manpower: hearings [Senate Appropriations Committee], 78th Cong., Ist sess., 0” ™ Sxn 
vestigation of manpower. Pts. 1 and 2. Supplemental hearing. (Washington: Supt. Docs de 
1943. Pp, 1-272; 273-430; 56. 30c; 20c; 10c.) Scr 

: hearings [Senate Appropriations Committee], 78th Cong., 1st sess., on investigation Py 
of manpower, report of Senator T. F. Green, a member of the subcommittee. (Was Sr 
ington: Supt. Docs. 1943. Pp. 24. 10c.) : 

STE 

Manpower resources: hearings [Senate Education and Labor Committee], 7 7th Com» ; 
2nd sess., on S. Res. 291, authorizing the appointment of a special committee to inves 
gate manpower resources. Pt. 1. Oct. and Nov. 1942. Pt. 2. Dec. 1942. (Washington Wu 
Supt. Docs. 1942; 1943. Pp. 1-567; 569-877. 60c; 30c.) P 

Memorandum of the Washington dinner on labor’s part in the administration of the wor The 


Nat. pol. memo. no. 19. (Washington: Nat. Pol. Committee. 1943. Pp. 28. 25c.) h 
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Merchant seamen and the war. Record of 12th sess. of the Joint Maritime Commission, 
London, June 26-30, 1942. Stud. and repts. ser. P, no. 5. (Washington: Internat. Lab. 
Office. 1943. Pp. 154. $1.) 

National Defense Mediation Board: report on work of the Board, Mar. 19, 1941-Jan. 12, 

1042. Bur. Lab. Stat. bull. 714. (Washington: Supt. Docs. 1942. Pp. 285. 35c.) 


National Labor Relations Board: decisions. Vol. 44. Sept. 16-Oct. 21, 1942. (Washington: 
Supt. Docs. 1942. Pp. 1467. $2.) 


__: annual report for fiscal year ended June 30, 1942. (Washington: Supt. Docs. 1943. 
Pp. 195. 25¢.) 

National Mediation Board: annual report, including report of the National Railroad Ad- 
justment Board, for the fiscal year ended June 30, 1942. (Washington: Supt. Docs. 
1042. Pp. 98. 20c.) 

Report of the New York State Joint Legislative Committee on industrial and labor 
conditions. Legis. doc. (1943) no. 39. (Albany: William Press. 1943. Pp. 265.) 


Secretary of Labor: annual report for the fiscal year ended June 30, 1942, (Washington: 
Supt. Docs. 1943. Pp. 40. 10c.) 


Union agreement provisions. Bur. Lab. Stat. bull. 686. (Washington: Supt. Docs. 1942. 
Pp. 356. 35c.) 

Vocational rehabilitation: Hearing [House Education Committee], 78th Cong., 1st sess., 
on H. R. 699, to provide vocational rehabilitation, education, training, and other 
services to persons disabled while members of the armed forces, or disabled in war 
industries or through other causes, or congenitally disabled, and to render such persons 
fit for service in war industries, agriculture, or other useful civilian industry, and for 
ther purposes. Feb, 1943. (Washington: Supt. Docs. 1943. Pp. 207. 20c.) 


Social Insurance; Relief; Pensions; Public Welfare 


De Scuwernitz, K. England’s road to social security; from the Statute of Laborers in 
1349 to the Beveridge Report of 1942. (Philadelphia: Univ. of Pennsylvania Press. 
1042 Pp 2 1. $3 ) 

Hovr, E. E. Freedom from want; a world goal. Pamph. no. 80. (New York: Pub. Affairs 
Committee. 1943. Pp. 30. 10c.) 

Levy, H. P. A study in public relations; case history of the relations maintained between 


1 department of public assistance and the people of a state. (New York: Russell Sage 
Found. 1943. Pp. 165. $1.) 


Rosson, W. A., editor. Social security. (London: Allen and Unwin for Fabian Soc. 1943. 
Pp. 447. 15s.) 

SKILTON, R. H., editor. Our servicemen and economic security. Annals, vol. 227. (Phila- 
delphia: Am. Acad. Pol. and Soc. Sci. 1943. Pp. 213. $2.) 

Scutu, F. J. British labor and the Beveridge Plan. (New York: Island Press. 1943. 
Pp. 128. $2; paper, $1.) 

STEVENSON, M. Toward more social security. (New York: Soc. Action. 1943. Pp. 39. 15c.) 

STEWART, M. B. The Beveridge Plan. Pamph. no. 79. (New York: Pub. Affairs Com- 
mittee. 1943. Pp. 31. 10¢.) 


Wemenie, F. The Beveridge Plan. (New York: New School for Soc. Research. 1943. 
Pp. 12. 15¢.) 

The Care of children under five in wartime (England and Wales). (New York: British 
Information Services. 1943. Pp. 16.) 
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Employment security in Ohio, 1941. (Columbus: Bur. of Unemployment Compensation, 
1942. Pp. 81.) 

Federal Works Agency: annual report, 1942. (Washington : Supt. Docs. 1942. Pp. 156, 26) 

National resources development, report for 1943. Pt. 3. Security, work and relief policia 
(Washington: Supt. Docs. 1943. Pp. 640. $2.25.) 


Proposed post-war works program, the City of New York. Suppl. A. (New York: Ney 
York City Planning Commission. 1942. Pp. 40. 25c.) 


Quantity and cost budget for dependent families or children. Prepared by Heller Con. 
mittee for Research in Soc. Econ. (Berkeley: Univ. of California Press. 1943. Pp, s 
50c.) 


Relief deliveries and relief loans, 1919-1923. Econ., finan. and transit dept., League of 
Nations pub. IT.A.1. (New York: Columbia Univ. Press. 1943. Pp. 62. $1.) 


Report on social security for Canada. Prepared by L. C. Marsh for the Advisory Con. st 
mittee on Reconstruction. [Sess. 1943—House of Commons spec. committee on so 
security.] (Ottawa: Cloutier. 1943. Pp. 145. 50c.) Wis 

ind 

Social Security Board: seventh annual report for the fiscal year, ended June 30, 1942 ee 
(Washington: Federal Security Agency. 1942. Pp. 81. 15c.) a 

Social security yearbook for the calendar year, 1941. (Washington: Supt. Docs. 1942. Pp Tt 
288. 70c.) 

T 

Frie 

Consumption; Income Distribution; Codperation aan 
Incon 

Converse, P. D. Changes in consumer buying practices resulting from tire and jo W 
rationing. Univ. of Illinois spec. bull. no. 2. (Urbana: Univ. of Illinois. 1943. Pp. §) laa! 

Craic, H. T. A guide to consumer buying. (Boston: Little Brown. 1943. Pp. 64. 4c sery 

Crawrorp, M. M. Student folkways and spending at Indiana University, 1940-1941; 4 Rural 
study in consumption. Stud. in hist., econ. and pub. law no. 499. (New York: Columbia ingt 
Univ. Press. 1943. Pp. 271. $3.50.) Send 

EMELIANOFF, I. V. Economic theory of codperation—economic structure of codperstix ngt 
organizations. (Washington: Author, 2707 Adams Mill Rd. 1942. Pp. ix, 269. $3.) Stati 

Lanois, B. Y. A codperative economy: a study of democratic economic movements and 
(New York and London: Harper. Pp. vii, 197. $2.) Do 

Mapce, C. War-time pattern of saving and spending. Nat. Inst. Econ. and Soc. Research 
occasional paper IV. (Cambridge: Univ. Press. New York: Macmillan. 1943. Pp. vii 
139. $1.50.) 

MEK eR, A. El costa de la vida obrera en America. (Washington: Oficina de Informaco Bava 
Obrera y Social, Union Panamericana. 1943. Pp. iii, 139.) Cor 

MENDENBALL, J. E. and Harap, H., editors. Consumer education; background, a 
status, and future possibilities. (New York: Appleton-Century. 1943. Pp. 409. 52° % . 

Rew, M. G. Food for people. (New York: Wiley. 1943. Pp. xv, 653. $4.) sd 

. Food strategy. Wartime farm and food pol., pamph. no. 1. (Ames: Iowa State on 
Coll. Press. 1943. Pp. 40. 20c.) the 

STERNER, R., and others. The Negro’s share; a study of income, consumption, housing and Pp 

public assistance. (New York: Harper. 1943. Pp. 445. $4.50.) Orrey 
R 
TERESHTENKO, V. J., and others. Bibliographical review of literature on codperation * Fa 


Latin America. Stud. of Codperative Project; Ser. F, Codperation in Latin America 
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pt. 1. (New York: Federal Works Agency, W.P.A., for the City of New York. 1942. 
Pp. viii, 155. SOc.) 

Consumers’ coperation in the United States in 1941, Bur. Lab. Stat. bull. 725. (Wash- 
ington: Supt. Docs. 1943. Pp. 35. 10c.) 


The codperative movement in the Americas—an international symposium. Preface by 
H. A. Waxtace. (Montreal: Internat. Lab. Office. 1943. Pp. 59. 25c.) 


The feeding of war workers. Selected, annotated bibliog. Rev. ed. (Princeton: Indus. Rel. 
Sec., Princeton Univ. 1943. Pp. 15. 25¢c.) 


Income size distributions. Pt. II. By the Conference on Research in Income and Wealth. 
Stud. in income and wealth, vol. 5. (New York: Nat. Bur. Econ. Research. 1943. 
Pp. xvii, various pp.) 

Supplementing the summary material of general interest which appeared in Part I, 
this volume contains detailed reports on 16 special studies as follows: “Federal sta- 
tistics”; “United States Treasury Department study of 1934 returns”; “United States 
Treasury Department study of 1936 returns”; “The Delaware income study”; “The 
Wisconsin income tax study”; “Income distribution and taxation in Montana”; “State 
individual income tax data”; “Old-age and survivors insurance records”; “Unemploy- 
ment compensation records”; “The Minnesota income study”; “Study of consumer 
purchases: farm families”; “study of consumer purchases: city and village families” ; 
‘The national health survey”; “The Michigan unemployment census”; “The financial 
survey of urban housing, 1929-1933”; “The 1940 population census.” 

The volume was prepared under the supervision of a committee consisting of Milton 
Friedman, chairman; Dorothy Brady; Clark Warburton; and C. Lowell Harriss, 
secretary. 


Income and spending and saving of city families in wartime. Bur. Lab. Stat. bull. 724. 
Washington: Supt. Docs. 1942. Pp. 31. 10c.) 


Legal phases of coéperative associations. Farm Credit Admin., codperative research and 
service div., bull. 50. (Washington: Supt. Docs. 1942. Pp. 456. 50c.) 


md gas 
Pp. 8 
4, 44¢ 
1941; 


m Rural family spending and saving in wartime. Dept. of Agric. misc. pub. no. 520. (Wash- 
lum Dis 


ington: Supt. Docs. 1943. Pp. 163. 20c.) 
Spending and saving of the nation’s families in wartime. Bur. Lab. Stat. bull. 723. (Wash- 
ngton: Supt. Docs. 1942. Pp. 22. 5c.) 


Statistics of income for 1941. Pt. 1. Preliminary report of individual income tax returns 
ond taxable fiduciary income tax returns filed in Jan.-June 1942. (Washington: Supt. 
Docs, 1943. Pp. 33. 10c.) 


herative 


ements 


Population; Migration; Vital Statistics 


BrMan, A. J. Resettlement; an aid to durable peace. (New York: Refugee Econ. 
Corporation. 1943. Pp. 39, 25¢c.) 

Coats, R. H. and Macrean, M. C. The American-born in Canada, a statistical inter- 
pretation. (Toronto: Ryerson Press. 1943. Pp. xviii, 176. $3.75.) 

AUCLYNSKI, R. R. The new population statistics. Nat. Inst. of Econ. and Soc. Research, 
occasional paper I. (New York: Macmillan. 1942. Pp. 31. 50c.) 

Kuuscuer, E. M. Jewish migration—past experiences and post-war prospects. Jews and 
3 Post-war world pamph. ser. no. 4. (New York: Am. Jewish Committee. 1943. 
rp. $1, 20c.) 

OPENHEIMER-BLUHM, H. The standard of living of German labor under Nazi rule. 
pemarch proj. on soc. and econ. controls in Germany and Russia. (New York: Grad. 
aculty of Pol. and Soc. Sci., New School for Soc. Research. 1943. Pp. 71.) 
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Rosison, S. M. and Starr, J., editors. Jewish population studies. Jewish soc. stud. pub 
no. 3. (New York Conf. on Jewish Rel. 1943. Pp. 205. $3.50.) 


SHANNON, H. A. and GreBenrx, E. The population of Bristol. Nat. Inst. Econ. and So 
Research, occasional paper II. (Cambridge: Univ. Press. 1943. Pp. 92. 7s. 6d.) 


TRUESDELL, L. E. The Canadian-born in the United States. Rel. of Canada and th 
United States stud. (New Haven: Yale Univ. Press. Toronto: Ryerson Press, 194; 
Pp. xvi, 263. $3.) 


El movimiento demografico en los territories nacionales de la Republica Argentina, « 
los afios 1933 a 1941. Informe no. 91, ser. D, no. 9. (Buenos Aires: Direccion General 
de Estadistica de la Nacion, Ministerio de Hacienda. 1942. Pp. 165.) 


National defense migration: final report, 77th Cong., 2nd sess., pursuant to H. R. 113, 
to inquire further into interstate migration of citizens, emphasizing present and potential 
consequences of migration caused by national defense program. (78th Cong., Ist ses 
H. rept. 3.) (Washington: Supt. Docs. 1943. Pp. 24. 5c.) 


Wisconsin’s changing population. Sci. ing. pub. 9. (Madison: Univ. of Wisconsin. 194? 
Pp. 90.) 


Unclassified Items 


BERNARD, L. L. and BERNARD, J. Origins of American sociology—the social science mov- 
ment in the United States. (New York: Crowell. 1943. Pp. xiv, 866. $6.50.) 


Burctn, M., editor. Handbook of Latin American studies: 1941, mo. 7. (Cambridge 
Harvard. 1943. Pp. 664. $4.) 


Cottincwoop, R. G. The new Leviathan, or man, society, civilization and barbarism 
(Oxford: Clarendon Press. 1942. Pp. viii, 387. $6.) 


Fo.vicx, R. E. The Rockefeller Foundation—a review for 1942. (New York: Rockefeller 
Found. 1943. Pp. 64.) 


Hinper, E. M. Social and industrial problems of Shanghai. 1.P.R. internat. research ser 
(New York: Inst. of Pacific Rel. 1942. Pp. 74, mimeographed. 50c.) 


Mitts, L. A., editor. Southeastern Asia and the Philippines. Annals, vol. 226. (Philadelphia: 
Am. Acad. Pol. Soc. Sci. 1943. Pp. ix, 150. $2.) 


Ruoc, H. O. Now is the moment. (New York: Duell, Sloan and Pearce. 1943. Pp. 25! 
$2.50.) 


Witcox, J. K. Official war publications guide to state, federal, and Canadian publications 
Vol. 5. (Berkeley: Bur. of Pub. Admin., Univ. of California. 1943. Pp. 253, mimeo- 
graphed. $1.75.) 


The Canadian Social Science Research Council: second annual report, 1941-1942. (Ottawa 
Sec.-Treas., Canadian Soc. Sci. Research Counc. [1943.] Pp. 23.) 


Digest of public general bills with index, 77th Cong., 1st sess., Jan. 3, 1941 to Jan. 2, 19% 
No. 5. Prepared by Legis. ref. serv., Library of Congress. (Washington: Supt. Docs. 1M 
Pp. xxxiv, 335. $2, per session.) 

Econotnic questions of interest to the Americas. Resolutions of the first plenary meetin 
of the Permanent Council of American Associations of Commerce and Production 
(Washington: United States Committee to the Permanent Counc. [1942.] Pp. 37.) 


Public library service to business. (Newark: Pub. Library. 1942. Pp. 215. $3.59.) 


National roster of scientific and specialized personnel. (Washington: Supt. Docs. 1942 
Pp. 47. 10c.) 


Suggested research topics in the fields of business and economics, 1942. (Washingt 
Bur. of Foreign and Domestic Commerce, Dept. of Commerce, 1942. Pp. 73.) 
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PERIODICALS 


Economic Theory; General Works 


pa, J. S. Measurements of the degree of monopoly: a note. Economica, Feb., 1943. 
Pp. 3. 

BacoricH, A. Concepto de la sociedad y del estado en Hegel. Rev. de Ciencias Econ., 
Mar., 1943. Pp. 6. 

Bennion, E. G. Unemployment in the theories of Schumpeter and Keynes. Am. Econ. Rev., 
June 1943 Pp 12. 

Bisnop, R. L. Consumer’s surplus and cardinal utility. Quart. Jour. Econ., May, 1943. 
Pp. 29. 

Bove, K. Plan analysis and process analysis. Am. Econ. Rev., June, 1943. Pp. 7. 

Bowman, C. O. Evaluations and values consistent with the scientific study of society. 
Am. Soc. Rev., June, 1943. Pp. 7. 

EnctunD, E. Gustav Cassel’s autobiography. Quart. Jour. Econ., May, 1943. Pp. 28. 
GALLETTI, R. Pure economics and social engineering. Indian Jour. Econ., Apr., 1943. Pp. 45. 

von Havex, F. A. Scientism and the study of society: Part II. Economica, Feb., 1943. 
Ph 

Hutt, W. H. The concept of waste. South African Jour. Econ., Mar., 1943. Pp. 10. 
KerstEaD, B. S. A note on “equilibrium in process.” Canadian Jour. of Econ. and Pol. 
Sci., May, 1943. Pp. 8. 

Koztix, A. Note on the integrability conditions for inter-related demand. Rev. Econ. Stud., 


Winter, 1942-43. Pp. 2. 
LacHMANN, L. M. The réle of expectations in economics as a social science. Economica, 
Feb., 1943. Pp. 12. 


Lester, C. E. V. The consumer's demand for money. Econometrica, Apr., 1943. Pp. 18. 


Maccrecor, D. H. Marshall and his book. Economica, Nov., 1942. Pp. 12. 

Menta, J. K. The conception of market in economic theory. Indian Jour. Econ., Apr., 1943. 
Pp. 7 

Mmxowrcx, N. The economics of John A. Hobson. Indian Jour. Econ., Oct., 1942. Pp. 8. 

Picou, A. C. Comparisons of real income. Economica, May, 1943. Pp. 6. 

“Tom K. W. A further note on the degree of monopoly. Economica, Feb., 1943. 


~——-. Monopsony, buying costs, and welfare expenditure. Rev. Econ. Stud., Winter, 


1942-43. Pp 6. 


- ‘lo, A. Los fundamentos naturales de la economia politica. Rev. de Ciencias Econ., 

Jec., 1942. Pp. 19, 

oy. J. S. John S. Mill, pioneer of democratic liberalism in England. Jour. Hist. of 
Apr., 1943, 


“HUETZ, A. The problem of rationality in the social world. Economica, May, 1943. Pp. 20. 


gig G. L. The expectational dynamics of the individual. Economica, May, 1943. 
3] 


SHOVE, G. F. Los “Principios” de Marshall en la evolucion de la teoria econdémica. E! 
e Econ., Apr.-June, 1943. Pp. 52. 


irimestr 
“NIGLER, G. J. The new welfare economics. Am. Econ. Rev., June, 1943. Pp. 5. 
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Stone, R. The fortune teller. [review of C. Clark: The Economics of 1960]. Economic, 
Feb., 1943. Pp. 10. 


Tucker, D. S. The interest rate and saving. Jour. Am. Stat. Assoc., Mar., 1943. Pp. 2. 


Economic History 
Ayres, C. E. Capitalism in retrospect. Southern Econ. Jour., Apr., 1943. Pp. 9. MAC 
BEHRENDT, R. F. Aspectos sociales y econdmicas del Istmo de Panamé durante la epoca dd : 
trafico interocednico primitivo (1519-1848). Rev. Mex. Soc., First Quarter, 1943. Pp. 14 Mac 
BLEecEN, T. C. Armistice and war on the Minnesota frontier. Minnesota Hist., Mar., 1943, a, 
Pp. 15. NOR 
Conpron, H. D. The Knapheide Wagon Company, 1848-1943. Jour. Econ. Hist., May, PEs 
1943. Pp. 9. Fi 
Hammer, J. Rostovtzeff’s Social and Economic History of the Hellenistic World. Jour Rap 
Econ. Hist., May, 1943. Pp. 11. Ric 
McKay, D. V. Colonialism in the French geographical movement, 1871-1881. Geog. Rev, in 
Apr., 1943. Pp. 19. San 
Ner, J. U. The industrial revolution reconsidered. Jour. Econ. Hist., May, 1943. Pp. 31 Va 
PENNIMAN, H. Thomas Paine—democrat. Am. Pol. Sci. Rev., Apr., 1943. Pp. 19. —- 
SurRyock, R. H. Historical traditions in the Middle Atlantic area: an editorial. Pennsylvania Wat 
Mag. Hist. and Biog., Apr., 1943. Pp. 27. War 
SnyvER, M. Chatfield: an essay in economic history. Minnesota Hist., June, 1943. Pp. 16 Sc 
STARK, W. Saint-Simon as a realist. Jour. Econ. Hist., May, 1943. Pp. 14. Yao 
Witsvr, C. M. Industrial slavery in China during the former Han Dynasty (206 BC-AD Ecor 
25). Jour. Econ. Hist., May, 1943. Pp. 13. Py 
pe 
Economic Systems; National Economies; Post-War Planning 

Atanis P., E. La riqueza de México. El Trimestre Econ., Apr.-June, 1943. Pp. 38. 
CHAMBERLIN, W. H. Coalition for war and peace. Yale Rev., June, 1943. Pp. 17. Aun 
CHERNE, L. M. Preparation for post-war progress. N.A.C.A. Bull., July 15, 1943. Pp. 16 Bar 
Cuten, T. S. New China’s demands. For. Affairs, July, 1943. Pp. 9. la 
Dempsey, D. War for democracy—or restoration? Antioch Rev., June, 1943. Pp. 12. Baul 
Doman, N. World reconstruction and European regionalism. Soc. Forces, Mar. 1%! 15 
Pp. 7. Ben 
Du Bots, W. E. B. The realities in Africa. For. Affairs, July, 1943. Pp. 12. Jt 
FERRERO, R. A. La realidad econémica de Peru. El Trimestre Econ., Jan.-Mar., 1943. Pp. » Bes 
FisHer, A. G. B. A liberal new order. Economica, May, 1943. Pp. 12. be 
Forsytu, W. D. Stability in the Pacific: Australia’s position. Pacific Affairs, Mar. 1 . 
Pp. 12. 
Gopsout, A. Canada: unity in diversity. For. Affairs, Apr., 1943. Pp. 10. *" 
Gottman, J. Economic problems of French North Africa. Geog. Rev., Apr., 1943. Pp 2 “se 
Graypanev, A. J. Japan’s economy since Pearl Harbor. Part I. Far East. Sur., June Fis 
1943. Pp. 5. Part Il. June 30, 1943. Pp. 5. A 
. Japan’s ideological front. Far East. Sur., May 3, 1943. Pp. 4. Gm 
Gupta, R. N. S. China’s Indusco. Indian Jour. Econ., Jan., 1943. Pp. 5. Hac 
Gurvitcn, G. Social structure of pre-war France. Am. Jour. Soc., Mar., 1943. Pp. 20 Ct 

Hatey, Lorn. India in the modern world. For. Affairs, Apr., 1943. Pp. 11. 


HaMLIn, T. A public opinion for planning. Antioch Rev., June, 1943. Pp. 9. 
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Hart, G. H. C. The Netherlands Indies and her neighbors. Pacific Affairs, Mar., 1943. Pp. 10. 

Honson, H. V. Responsibilities in India. For. Affairs, July, 1943. Pp. 10. 

Hutt, W. H. A critique of the first report of the Social and Economic Planning Council. 
South African Jour. Econ., Mar., 1943. Pp. 15. 

Lapovcte, A. Chile. Rev. de Ciencias Econ., Dec., 1942. Pp. 22. 

Macxinper, Sir H. J. The round world and the winning of the peace. For. Affairs, July, 
1043. Pp. 11. 

Macuiup, F. Capitalism and its future appraised by two liberal economists. Am. Econ. Rev., 
June, 1943. Pp. 20. 

Nortu, T. Britain today. Harvard Bus. Rev., Spring, 1943. Pp. 7. 

Pecrum, D. F. Economic planning in a democratic society. Jour. Land and Pub. Util. Econ., 
Feb., 1943. Pp. 10 

Raver, M. The conflict ef fascist and democratic ideals. Antioch Rev., June, 1943. Pp. 16. 

Ricues, E. J. and Jack, L. B. The transition from war to peace economy: analysis of an 
international report. Internat. Lab. Rev., July, 1943, Pp. 22. 

Sivcer, H. W. The German war economy. VII. Econ. Jour., Apr., 1943. Pp. 18. 

VtaseNor, E. La economia de guerra en México. Rev. de Econ., Apr., 1943. Pp. 7. 

——. La economia de guerra en México. El Trimestre Econ., Apr.-June, 1943. Pp. 33. 

Wats, J. R. Action for postwar planning. Antioch Rev., June, 1943. Pp. 9. 

Warxins, J. T. Regionalism and plans for post-war reconstruction: the first three years. 
Soc. Forces, May, 1943. Pp. 11. 

Yao-Tou, H. Chinese economic policy in wartime. Internat. Lab. Rev., May, 1943. Pp. 21 

Economic mobilisation and man-power problems in Brazil. Internat. Lab. Rev., June, 1943. 
Pp. 10 


A post-war programme for the United States. Internat. Lab. Rev., Apr., 1943. Pp. 16. 


Statistics; Economic Mathematics; Accounting 


ALTEeRISIO, P. L. Desde el cero al infinito. Rev. de Ciencias Econ., Mar., 1943. Pp. 8. 

Bac, F. and Reyna, M. El nuevo indice de precios al mayoreo en la ciudad de México de 
la Secretaria de la Economia Nacional. El Trimestre Econ., Apr.-June, 1943. Pp. 63. 

Bat, N. H. Cost systems for contracts with forward pricing articles. N.A.C.A. Bull., Apr. 
15, 1943. Pp. 8 

Bennett, C. W. Some problems of wartime industrial accounting control. N.A.C.A. Bull. 
July 1, 1943. Pp. 20. 

BEsto M., N. La contribucién italiana al progreso de la estadistica: demografia. Rev. de 
Ciencias Econ., Jan., 1943. Pp. 7. 

Court, L. M. and Lewis, H. G. Production cost indices. Rev. Econ. Stud., Winter, 1942-43. 
Pp, 15 

Davies, G. R. and Bruner, N. A second moment correction for grouping. Jour. Am. Stat. 
Assoc., Mar., 1943. Pp. 6, 

Excene, S. A. New light on factor analysis. Jour. Farm Econ., May, 1943. Pp. 10. 

Fister, R. A. Note on Dr. Berkson’s criticism of tests of significance. Jour. Am. Stat. 
Assoc., Mar., 1943, Pp. 2. 

GmBert, M. U. S. national income statistics. Econ. Jour., Apr., 1943. Pp. 8. 

‘Aco0D, M. J. Statistical methods for delineation of regions applied to data on agri- 
“ture and population. Soc. Forces, Mar., 1943. Pp. 10. 

“OFFENBERG, M. Estimates of national output, distributed income, consumer spending, 
suing, and capital formation. Rev. Econ. Stat., May, 1943. Pp. 74. 
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Hoimes, I. Some sampling uses of data from the Census of Agriculture. Jour. Am. Stat 
Assoc., Mar., 1943. Pp. 9. 

JEMING, J. Estimates of average service life and life expectancies and the standard deviating 
of such estimates. Econometrica, Apr., 1943. Pp. 10. 

LorKa, A. J. Some reflections—statistical and other—on a non-material universe. Jour 
Am. Stat. Assoc., Mar., 1943. Pp. 15. 

Matoney, V. H. Computation of earnings and profits included in invested capital. Jou. 
Acountancy, May, 1943. Pp. 12. 

McIntosH, M. C. Government policies in cost definitions under cost-plus-fxed-le 
contracts. N.A.C.A. Bull., Apr. 1, 1943. Pp. 11. 

NEYMAN, J. Basic ideas and some recent results of the theory of testing statistical hypothe 
Jour. Royal Stat. Soc., Part IV, 1942. Pp. 36. 

NicHots, H. C. Application of standard costs to the aircraft industry. N.A.C.A. Bull., Ap 
15, 1943. Pp. 10. 

NICHOLSON, J. L. Rationing and index numbers. Rev. Econ. Stud., Winter, 1942-43. Pp. 5 

Prerce, J. A. Correction formulas for moments of a grouped-distribution of discrete variate, 
Jour. Am. Stat. Assoc., Mar., 1943. Pp. 6. 

REBUELTO, E. La contribucién italiana al progreso de la estadistica: caracteristica y posiciin 
internacional de la estadistica italiana. Rev. de Ciencias Econ., Dec., 1942. Pp. 3. 

. La contribucién italiana al progreso de la estadistica: biometria. Rev. de Cinecias 
Econ., Jan., 1943. Pp. 19. 

Rostas, L. Industrial production, productivity and distribution in Britain, Germany, oni 
the United States, 1935-37. Econ. Jour., Apr., 1943. Pp. 16. 

ROTHBARTH, E. Bowley’s studies in the national income, 1924-38. Econ. Jour., Apr., 1%! 
Pp. 15. 

Saras, R. J. La contribucién italiana al progreso de la estadistica: estadistica metodologica 
Rev. de Ciencias Econ., Dec., 1942. Pp. 6. 

Stone, R. National income in the United Kingdom and the United Sates of America. Rev 
Econ. Stud., Winter, 1942-43. Pp. 27. 

Teprinc, B. J., Hurwitz, W. N. and Demine, W. E. On the efficiency of deep stratifc- 
tion in block sampling. Jour. Am. Stat. Assoc., Mar., 1943. Pp. 8. 

Wess, J. N., Norrurop, M. S. and Payne, S. LL. Practical applications of theoretic 
sampling methods. Jour. Am. Stat. Assoc., Mar., 1943. Pp. 9. 

WELLINGTON, C. O. Financial statements in wartime. Jour. Accountancy, July, 1943. Pp. 10 

Practice in accounting for continuing expenditures arising from wartime production. Re 
ser. no. 1. N.A.C.A. Bull., Apr. 1, 1943. Pp. 25. 

Practice in accounting for non-recurring expenditures arising from wartime production. Re 
ser. no. 2. N.A.C.A. Bull., Apr. 15, 1943. Pp. 27. 


Business Cycles and Fluctuations 


Fettner, W. Monetary policies and hoarding in periods of stagnation. Jour. Pol. Econ, 
June, 1943. Pp. 15. ; 
FRANKEL, S. H. Consumption, investment and war expenditure in relation to the nations 

income. South African Jour. Econ., Mar., 1943. Pp. 3. 


von Havex, F. A. Comment [on article by N. Kaldor]. Economica, Nov., 1942. Pp. 3 
Kapor, N. Professor Hayek and the concertina-effect. Economica, Nov., 1942. Pp. 24. 


Nurnserc, M. Effect of business fluctuations upon public housing finance. Jour. Land ant 
Pub. Util. Econ., May, 1943. Pp. 13. 
Pater, P. F. The control of post-war inflation. Bull. Nat. Tax Assoc., Feb., 1943. Pp. * 
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New housing in nonfarm areas, 1941 and 1942. Mo. Lab. Rev., Apr., 1943. Pp 9. . 


Labor and Industrial Relations 


CaMERON, J. C. The development of the Dominion Government’s labour policy. Canati 
Banker, Vol. 50, 1943. Pp. 15. 


Davisson, M. M. Coverage of the Fair Labor Standards act. Michigan Law Rev., Ju, 


1943. Pp. 29. 

Despontin, L. A. La previsién social a través de las instituciones del trabajo. Rev. Bom Gm 
Estad., Trimestre no. 3, 1942. Pp. 18. 

Dickinson, Z. C. Men’s and women’s wages in the United States. Internat. Lab. Rev rc 
June, 1943. Pp. 28. tie 

GrnzBerc, E. The occupational adjustment of 1000 selectees. Am. Soc. Rev., June, i. P 
Pp. 8. 

Hanser, W. Can we allot manpower by voluntary methods? Dun’s Rev., May, 1943. Pp.5 ” 

Hart, C. W. M. The Hawthorne experiments. Canadian Jour. of Econ. and Pol. Sci, May, P 
1943. Pp. 14. 

Havicuurst, J. W. Wage and salary stabilization. N.A.C.A. Bull., Mar. 15, 1943. Pp." 4 

Jarre, L. L. In defense of the Supreme Court’s picketing doctrine. Michigan Law Rer Wr 
June, 1943. Pp. 23. 

Kann, E. The right to strike in South Africa—an historical analysis. South African Eougy Th 
Jour., Mar., 1943. Pp. 24. The 

KrtincswortH, C. C. Public regulation of labor relations—the Wisconsin experiment. As . 
Econ. Rev., June, 1943. Pp. 17. * 

000 


McFarxanp, R. A. The older worker in industry. Harvard Bus. Rev., Summer, 1945. Pp. ® 

Norturup, H. R. The Negro and the United Mine Workers of America. Southern Eo 
Jour., Apr., 1943. Pp. 14. 

. Organized labor and negro workers. Jour. Pol. Econ., June, 1943. Pp. 1 

. Unionization of foremen. Harvard Bus. Rev., Summer, 1943. Pp. 9. ; 

Parsons, K. H. Farmers and organised labor. Jour. Farm Econ., May, 1943. Pp. !' 
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scuter, 1. Four years of the Fair Labor Standards act of 1938: some problems of en- 

forcement. Jour. Pol. Econ., Apr., 1943. Pp. 18. 

opsins, E. C. Management-labor codperation. Harvard Bus. Rev., Summer, 1943. Pp. 10. 

oper, E. The public looks at labor unions. Harvard Bus. Rev., Summer, 1943. Pp. 7. 

eLMANS, J. V. The dilemma of the closed shop. Jour. Pol. Econ., Apr., 1943. Pp. 22. 

mrt, L. and SULLIVAN, L. Progress in state minimum-wage legislation in 1942. Mo. Lab. 
Rev., Mar., 1943. Pp. 8. 

ontrol of civilian employment under national selective service. Lab. Gazette, Feb., 1943. 
Pp. 6 

abor conditions in Hungary. Mo. Lab. Rev., June, 1943. Pp. 20. 

Manpower situations in Great Britain, 1943. Mo. Lab. Rev., July, 1943. Pp. 14. 

Soc. Ret Municipal employment and pay rolls im large cities, 1929-38. Mo. Lab. Rev., June, 1943. 

Pp. 11. 

lay, INVER Objective test for determining the legality of labor activities. Michigan Law Rev., June, 
1943, Pp. 22. 

Recommendation of Emergency Board in dispute of railroad nonoperating employees. 
Mo. Lab. Rev., July, 1943. Pp. 12. 

Soviet workers in Germany: methods of recruitment and conditions of employment. Inter- 
nat. Lab. Rev., May, 1943. Pp. 15. 

Union membership and collective bargaining by foremen. Mo. Lab. Rev., June, 1943. 
Pp. 5. 

The work of the Factory Department in Great Britain. Internat. Lab. Rev., Apr., 1943. 

Pp, 13. 


Canadian Social Insurance; Relief; Pensions; Public Welfare 
— Alanis P., E. El seguro social ante el seguro privado. Rev. de Econ., Jan., 1943. Pp. 3. 
Amos, J. L. Vocational rehabilitation during and after the war. Canadian Jour. of Econ. 
a. Baal and Pol. Sci., May, 1943. Pp. 11. ' 
"| Guson, Sirk G. The Beveridge Report. Jour. Royal Stat. Soc., Part IV, 1942. Pp. 5. 
sb. Reva Guson, A. H. The Beveridge scheme for social security, 11. Bankers Mag., May, 1943. 
Pp. 6. 
ne, 1948 Herrnstant, E. The problem of social security in Colombia. Internat. Lab. Rev., Apr., 1943. 
Pp. 24. 
3, Pp.$ HinscureLp, G. What is this “social security”? Trusts and Estates, May, 1943. Pp. 7. 
i. May Katoor, N. The Beveridge Report. II. The Financial burden. Econ. Jour., Apr., 1943. 
, Pp. 18. 
. Pp. ti. Owen, A.D. K. The Beveridge Report. 1. Its proposals. Econ. Jour., Apr., 1943. Pp. 9. 
aw Reve ~———. From Poor Law to Beveridge Report. For. Affairs, July, 1943. Pp. 13. 
Wonverticu, F. The Beveridge Plan. Soc. Research, May, 1943. Pp. 13. 
an Econ The planning of medical services in Australia. Internat. Lab. Rev., June, 1943. Pp. 15. 
The rehabilitation and resettlement of disabled persons in Great Britain: report of the 
ent, Att Interdepartmental Committee. Internat. Lab. Rev., July, 1943. Pp. 13. 
Social security planning in Canada. Internat. Lab. Rev., May, 1943. Pp. 26. 
. Pp. 10 Social security proposals of National Resources Planning Board. Mo. Lab. Rev., May, 
Ecot 1943, Pp. 4. 


Consumption; Income Distribution; Cooperation 


Bawa, T. Indirect taxes, subsidies and the cost-of-living index. Rev. Econ. Stud., 
Winter, 1942-43. Pp, 9. 
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BEKENSTEIN, A. L. A theoretical analysis of consumer codperatives: the manager 
problem. Jour. Pol. Econ., June, 1943. Pp. 7. 


MacGrecor, J. J. Britain’s wartime food policy. Jour. Farm Econ., May, 1943, Pp. 13, 


MarscHax, J. Income inequality and demand studies: a note. Econometrica, Apr., 194 
Pp. 4. 


McFayoen, J. The codperative movement and post-war reconstruction. Internat. Lab. Rey. 
Apr., 1943. Pp. 9. 


Mors, W. P. Rate regulation in the field of consumer credit. II. Jour. Bus. Uniy. Chicagy, 
Apr., 1943. Pp. 14. 


Netsser, H. P. Theoretical aspects of rationing. Quart. Jour. Econ., May, 1943. Pp. 20. 
PAARLBERG, D. Parity and progress. Jour. Farm Econ., May, 1943. Pp. 14. 


Roos, C. F. and von Szevisxi, V. S. The demand for durable goods. Econometrica, Apr, ¢ 
1943. Pp. 26. ‘ 
STONE, R. Two studies on income and expenditure in the United States. Econ. Jour. Ay. a 

1943. Pp. 16. Ma 
Workinc, H. Statistical laws of family expenditure. Jour. Am. Stat. Assoc., Mar, 19 g 

Pp. 14. 
Bureau of Labor Statistics cost-of-living index in wartime. Mo. Lab. Rev., July, 1% Op 
Pp. 14. 
Coéperatives among students in the United States, 1941. Mo. Lab. Rev., Apr., 1943. Pp. 19 PL 
Cost of living in large cities, May 1943. Mo. Lab. Rev., July, 1943. Pp. 4. 
Decline in consumer credit. Fed. Res. Bull., June, 1943, Pp. 6. a 
Developments in consumers’ codperation in 1942. Mo. Lab. Rev., Mar., 1943. Pp. 17. _ 
Federal attempts to control living costs. Mo. Lab. Rev., May, 1943. Pp. 5. Ty 
Living costs since beginning of retail price control. Mo. Lab. Rev., July, 1943. Pp. 16. Up 


Population; Migration; Vital Statistics 


ALEXANDER, J. W. and Zanorcuak, G. A. Population-density maps of the United State: 
techniques and patterns. Geog. Rev., July, 1943. Pp. 10. 


DE LA Cerpa S., R. Los cuicatecos. Rev. Mex. Soc., Fourth Quarter, 1942. Pp. 30. 


Cartes, E. Differential fertility in Canada, 1931. Canadian Jour. of Econ. and Pol. S 
May, 1943. Pp. 44. 


Davis, K. The population of India. Far East. Sur., Apr. 19, 1943. Pp. 4. 


Ducorr, L. J., Hacoop, M. J., TazuBer, C. Effects of the war on the agricultural workm 
force and on the rural-farm population. Soc. Forces, May, 1943. Pp. 7. 


GREBENIK, E. The quantitative aspect of the British population problem—a survey. Rei 
Econ. Stud., Winter, 1942-43. Pp. 10. 


Hsu, F. L.-K. The myth of Chinese family size. Am. Jour. Soc., Mar., 1943. Pp. 18. 


Mavrz, W. H. and Duranp, J. D. Population and war labor supply. Jour. Am. St 
Assoc., Mar., 1943. Pp. 12. 


Quinn, J. A. The hypothesis of median location. Am. Soc. Rev., Apr., 1943. Pp. ’. 

Survock, H. S., JR. Internal migration and the war. Jour. Am. Stat. Assoc., Mar. !* 
Pp. 15. 

Zamora M., F. Notas demogréficas sobre la Europa Germanizada. Rev. de Econ., Mar. ? 
1943. Pp. 2. 

American longevity continues to increase. Stat. Bull., Metropolitan Life Insur. Co., Apt 
1943. Pp. 4. 
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Unclassified 


Cagnetro L., A. El sentido de la sociologia en las Américas. Rev. Mex. Soc., First Quarter, 
1943. Pp. 12. 

Core, A. H. The economics of reading. Harvard Bus. Rev., Summer, 1943. Pp. 11. 

Core, W. E. The réle of the Commission on Interracial Codperation in war and peace. 
Soc. Forces, May, 1943. Pp. 7. 

Funke, A. M. The Library: the Cassel Collection. Pennsylvania Mag. Hist. and Biog., 
Apr., 1943. Pp. 9. 

GurritH, E. S., and others. War-time priorities in research. Am. Pol. Sci. Rev., June, 
1943. Pp. 10. 

Harrisson, T. Notes om class consciousness and class unconsciousness. Soc. Rev., July-Oct., 


3. Pp. 
1044 


Lab. Rey. 


ca, Ape 1942. Pp. 18. 
— Ketter, A. G. Terminology. Am. Soc. Rev., Apr., 1943. Pp. 6. 
its Marrtarn, J. Education for tomorrow. Yale Rev., June, 1943. Pp. 11. 
vr. 108 Mvratt1, N. Las funciones del profesor universitario. Rev. de Ciencias Econ., Mar., 1943. 
Pp. 10. 
ly, 194 Ooum, H. W. Sociology in the contemporary world of today and tomorrow. Soc. Forces, 
: May, 1943. Pp. 7. 
. Pp. 19 Pratt, R. R. Some recent works on the Latin-American republics. Geog. Rev., Apr., 1943. 
Pp. 8. 
Revrer, E. B. Algunos intereses comunes de la socialogia y de la direccién educativa. Rev. 
4 Mex. Soc., First Quarter, 1943. Pp. 12. 
m. Richard, I. A. Interpretation. Yale Rev., June, 1943. Pp. 13. 
‘a Tupy, G. F. The university commerce curriculum. Soc. Rev., July-Oct., 1942. Pp. 13. 
Uprimny, L. Santo Tomds de Aquino, Simén Bolivar y la democracia. Rev. Col. Mayor de 
Nuestra Sefiora del Rosario, Feb.-Mar., 1943. Pp. 14. 
Education and the cultural process: symposium. Am. Jour. Soc., May, 1943. Pp. 130. 
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NOTES 


PRELIMINARY PROGRAM OF THE 56th ANNUAL MEETING 
OF THE AMERICAN ECONOMIC ASSOCIATION 


On authorization of the Executive Committee of the Association, the Program Commit- 
tee has arranged a joint meeting with the American Political Science Association, to be 
held in Washington, D.C., January 20-23, 1944. This meeting is planned as one of a num- 
ber of local meetings to be held in metropolitan or university centers wherever such mee- 
ings may receive local encouragement. The local meetings will, it is hoped, be codrdinated 
with the central local meeting in Washington. The Committee is negotiating with the 
broadcasting companies to have several of the main papers broadcast on national hook- 
ups, and it may be possible to tie in certain localities with telephonic loudspeaker hookups; 
for instance, Boston, New York, Cleveland, Chicago, St. Louis, New Orleans, San Fran- 
cisco, and Los Angeles. If such arrangements can be made, the planning of meetings, with 
or without local papers and discussions, should appeal strongly to a number of centers. 
The Secretary of the Association will be glad to codperate if members will communicate 
with him their desire to hold a local or regional meeting. 

The time of the meetings—January 20-23—was chosen in order to avoid conflicts with 
Congressional events and congestion of travel and hotel accommodations in Washington. 
There may be reasons for choosing other dates for local meetings. We foresee no difi- 
culties with the Office of Defense Transportation in inviting a few outside members to 
participate. 

Meetings will be held in the Department of Commerce Building and the headquarters 
of the two associations will be at Hotel Statler. Mr. Marshall Dimock is in charge o/ 
local arrangements and A. E. Taylor will serve as our representative on the committee 

Our members will appreciate that this is a preliminary draft and, so far as the Political 
Science Association part is concerned, a very skeleton outline, since only the main 
sections of their program have been determined and no individual speakers and papers 
have been indicated. The time schedule of the various sessions and the grouping of 
specific papers are at present entirely provisional. 

President A. B. Wolfe is responsible for the economics part of the program and urges 
members to offer criticisms and suggestions. It is hoped that a more complete and per- 
haps final program will be published in the December number of the Review. 


Thursday, January 20 


8:00 p.M. Joint public meeting: United States Leadership in the Post-War World ‘ 
Jacob Viner, Yale University, “Economic Relations between Divergent Systems 
Clyde Eagleton, New York University. 


Friday, January 21 


10:00 p.m. 1. Political Science roundtable: The Political Implications of Democracy 
2. Joint meeting: The Implemental Aspects of Public Finance 


Roy Blough, Treasury Department, “Public Finance, Economics, Politics, and Ad 
ministration” 


William Anderson 
3. Joint meeting: Political Economy, Political Science, and Values 
Arthur Salz, Ohio State University, “Economists Then and Now” 


Herbert von Beckerath, Duke University, “Interrelations between Moral @ 
nomic Factors in the Post-War World” 
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12:30 pt. Joint luncheon meeting: Democracy and Values in a Free Society 
2:30 pat. 1. Political Science roundtables: (a) Pressure Groups and Public Interest; 
(b) Congress vs. Administration in Planning and Control 
2. Joint roundtable: The Educational Functions of Economists and Political Scientists 
in a Democratic Society 
Frank H. Knight, University of Chicago 
J. M. Clark, Columbia University 
3, Economics meeting: Social Security 
Eveline M. Burns, “American Plans for Social Security” 
Edwin E. Witte, University of Wisconsin, “What Should We Expect from Social 
Security ?” 
0 pm. Joint dinner meeting 


0 p.m. Presidential address: A. B. Wolfe 


Saturday, January 22 


10:00 AM. 1. Economics meeting: The Structure of Post-War American Business 

Theodore N. Beckman, Ohio State University, “Small Business in the American 
Economy” 

Speakers to be announced, “Under What Conditions Can Private Enterprise Maintain 
Full Employment and Production?” 

2. Political Science roundtables: (a) Legislative Control; (b) Bureaucracy: Ad- 
ministrative Structure; (c) Bureaucracy: Personnel and Professionalization 

0 pM. 1. Political Science: roundtables: (a) Judicial Control of Administration; (b) 
Constitutional Development in Time of War; (c) The Bill of Rights in Time 
of War 

2. Economics meeting: Public Finance 

Carl Shoup, Columbia University, “The Future Interest Burden in Relation to Na- 
tional Production and Taxable Capacity” 

Simeon E. Leland, University of Chicago, “The Management of the Public Debt 
after the War” 

Harold M. Groves, University of Wisconsin, “Needed Changes in the Post-War 
Federal Tax System” 

3. Economics meeting: Labor Problems 

George W. Taylor, University of Pennsylvania, “Wage Regulation in Post-War 
America” 

Speaker to be announced, “Union Policies and Leaders in Post-War America” 

Speaker to be announced, “Post-War Organization of Labor” 

6:00 p.m. Dinner and annual meeting of the American Political Science Association 


8:00 p.m. Presidential address: Robert E. Cushman, “Civil Liberty after the War” 


Sunday, January 23 


):00 a. 1. Economics meeting: Monetary Problems 

C. R. Whittlesey, University of Pennsylvania, “Problems of our Post-War Domestic 
Monetary and Banking System” 

Speaker to be announced, “The Post-War Obligations of the United States as the 
Leading Creditor Nation” 

2. Economics meeting: Dynamic Economic Theory in Relation to Post-War Problems 

Z. C. Dickinson, University of Michigan, “The Problem of Incentive in a Regulated 
Capitalistic Economy” 
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Speaker to be announced, “The Theory of Economic Expansion” 
Speaker to be announced, “Process Analysis in Relation to Policy Formation” 
3. Economics meeting: International Trade 


J. B. Condliffe, University of California, “Economic Power as an Instrument of 
National Policy” 


Corwin Edwards, Department of Justice, “International Cartels as Obstacles to the 
Regulation of International Trade” 


4. Political Science roundtables: (a) The Police Function in International Society, 
(b) Proposed Forms of International Federation 


12:30 p.m. Joint luncheon meeting 


2:30 p.m. 1. Joint meeting: Regional Preblems 
W. L. Holland, Institute of Pacific Relations, “The Political Economy of the Pacific’ 


Dana Munroe, Princeton University, “Our Post-War Economic Relations with Latin 
America” 


2. Economics meeting: International Monetary Problems 


Howard §. Ellis, University of California, “Can National and International Monetary 
Policies Be Reconciled ?” 


Speaker to be announced, “International Monetary Plans” 
3. Joint meeting: The Post-War Economic and Legal Position of American Women 
Speaker to be announced, “The Gainful Employment of Women after the War” 


Speakers to be announced, “Legislative Protection vs. Constitutional Equality for 
Women” 


8:00 p.m. Economics meeting: Symposium of Past Presidents 


“Full Employment and Economic Stability Being Taken as Necessary Basic Condi- 
tions to National Prosperity, What Should Be the Relative Spheres of Govern- 
ment and of Private Enterprise in Our Post-War American Economy?” 


The following names have recently been added to the membership of the Americay 
Economic ASSOCIATION : 


Baldwin, C. F., Jr., 3821 V St. S.E., Washington, D.C. 

Beveridge, O. M., 172-35 Henley Rd., Jamaica, N.Y. 

Bradford, E. S., 50 Argyle Ave., New Rochelle, N.Y. 

Brand, M., 1144 13th St., Boulder, Colo. 

Brown, E. H., 402 Harvard Hall, 1650 Harvard St., Washington, D.C. 

Brownlee, R. H., c/o U. S. Embassy, Managua, Nicaragua. 

Calhoun, C. E., University of Toledo, Toledo, Ohio. 

Clark, C. M., University of Kentucky, Lexington, Ky. 

Faber, F. L., 1228 Eye St. N.W., Washington, D.C. 

Felsten, B. E., 311 Webster St. N.W., Washington 11, D.C 

Flynn, O. R., Jr., Apt. 12-D, 405 E. 54th St., New York, N.Y. 

France, R. W., Rollins College, Winter Park, Fla. 

Giebink, G. G., Chamber of Commerce, Minneapolis, Minn. ' 
Greene, L. S., Department of Political Science, University of Tennessee, Knoxville, Tenn 
Hardin, R. H., Berea College, Berea, Ky. 

Harris, F., 4824 Alton Pl. N.W., Washington, D.C. 

Hilgerdt, F., League of Nations, Princeton, N.J. 

Katz, N., 1521 Rhode Island Ave. N.W., Washington, D.C. 

Keatinge, R. H., 2137 Suitland Ter. S.E., Washington 20, D.C. 

Lavalle, M. E. Q., Argentine Embassy, Washington, D.C. 

Lurié, S., 390 Riverside Dr., New York, N.Y. 

Magill, R., 15 Broad St., New York, N.Y. 

Marcus, Lieut. (j.g.) E., U. S. Coast Guard Yard, Curtis Bay, Md. ry 
Matthews, Lieut. (j.g.) C. A., U. S. S. Tuscaloosa, c/o Fleet Post Office, New York, N 
Matthews, L. M., Ships Service Dept., Box 14, Naval Air Station, Jacksonville, Fla. 
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Miller, J. F., 3306 Circle Hill Rd., Alexandria, Va. 

Neff, P., Department of Economics, University of New Mexico, Albuquerque, N.M. 
Niebyl, K. H., Tulane University, New Orleans, La. 
Nussbaum, F. L., University of Wyoming, Laramie, Wyo. 
Pawley, F. R., 8509 Greenwood Ave., Takoma Park, Md. 
Peterson, A. G., 4362 Hilldale Rd., San Diego, Calif. 

Pospisil, H. B., 449 Conover Ter., Orange, N.J. 

Ransmeier, J. S., 817 Fendall Ave., Charlottesville, Va. 

Rich, L. H., 444 Madison Ave., New York, N.Y. 

Rigrutsky, W., 6201 Bay Parkway, Brooklyn, N.Y. 

Seibel, L. E., 1652 Argonne Pl. N.W., Washington, D.C. 
Talbot, H., 1230 Hudson St., Denver 7, Colo. 

Thorson, I. A., 724 S. Spring St., Los Angeles, Calif. 

Timberg, S., 2519 39th St. N.W., Washington, D.C. 

Weiner, M. L., 1120 Lajoie Ave., Outremont, P.Q., Canada. 
Wellisz, L., 151 E. 67th St., New York, N.Y. 

Wolfort, R. E., 125 Prospect Park W., Brooklyn, N.Y. 


Frank D. Graham is the author of Social Goals and Economic Institutions, rather than 
Frank P. Graham, as stated on page 301 of the June number of the Review. 


James R. Kelly died December 13, 1942. 


Appointments and Resignations 


Eugen Altschul is on leave from the University of Minnesota for the year 1943-44, serv- 
ing as an economist with the United States Tariff Commission in Washington. 

Thomas J. Anderson, Jr., associate professor of economics, School of Commerce, 
Accounts, and Finance, New York University, was associated during the second semester 


1? 


2-43, with the National Industrial Conference Board as research consultant. 

Jules Backman, instructor in economics at the School of Commerce, Accounts, and 
Finance of New York University, has been temporarily affiliated with the Brookings 
Institution to make studies of British and Canadian price control and rationing. 

Wesley C. Balline of the University of Oregon taught courses in economics at the Uni- 
versity of Washington during the summer session of 1943. 

Eric Beecroft, who has been Chief of the Eastern Hemisphere Export Division of the 
Board of Economic Warfare, has gone to New Delhi to take charge of work on United 
States supply to India. 

M. L. Black, Jr., associate professor of economics at Duke University, who has been on 
leave working with the Office of Price Administration in Washington, will resume his 
teaching duties in September, 1943. 

Roy G. Blakey has been granted a leave of absence from the University of Minnesota 
to assist the Council of State Governments, which is codperating with the Treasury De- 
partment and the Bureau of the Budget in an effort to codrdinate federal and state taxes. 
_ Francis M. Boddy of the University of Minnesota is on duty as a Lieutenant in the 
United States Naval Reserve. 

Arthur M. Borak of the University of Minnesota is serving on the staff of the Office of 

‘rice Administration with offices in St. Paul. 


Nathan Borofsky resigned his junior assistantship in the department of economics, 
te Commerce, Accounts, and Finance, New York University, to enter the United 
states Army, 


. L. Bowers, chairman of the department of economics, Ohio State University, is serving 
wil ime as public member of the Regional War Labor Board. 
Em 


the ly C. Brown, professor of economics at Vassar College, has been granted a second 


“~ ‘eave of absence to continue her work as research analyst for the National Labor 
elations Board. 
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William Adams Brown, Jr., of the department of economics, Brown University, is 
leave of absence to serve with the Division of Economic Studies of the Department of 
State. 


Henry T. Buechel has resigned as lecturer in economics at the University of Washington 
to accept a position as Director of Disputes for the Twelfth Regional War Labor Board, 
Seattle. 


Roy J. Bullock of Johns Hopkins University is now with the State Department x 
Research Director, United States Section, Anglo-American Caribbean Commission. 

O. E. Burley, associate professor of marketing, Ohio State University, is returning to 
his teaching duties after having served for a year as price economist with the Office of 
Price Administration. 

Albert Ben Carson, formerly instructor in business organization and management in 
the College of Business Administration of the University of Nebraska, has accepted 
position as accountant with the Kaiser Shipbuilding Corporation, at Richmond, Califomis 


Walter A. Chudson, formerly of the department of economics, Columbia University, 
resigned from the Board of Economic Warfare to accept a position as principal economist 
in the Office of Foreign Economic Coérdination, Department of State. 

A. Hamilton Chute of the University of Minnesota is a special consultant for the Food 
Distribution Administration in the Department of Agriculture, Washington. 


Thomas C. Cochran, assistant professor of economic history, School of Commerce ée- 


partment of economics, has taken a leave of absence from New York University to accept 
a position with the National City Bank of New York. 


E. O. Dille, professor of marketing at the University of Tennessee, is on leave of 
absence serving as principal economist with the Service Programs Division in the Offic 
of Civilian Requirements, War Production Board, Washington. 

Wilford J. Eiteman has resigned his position as price executive of Alaska, Office oi 
Price Administration, and has resumed teaching at Duke University. 

Russell A. Dixon, associate professor of economics at the University of Pittsburgh, wa 
engaged during the summer of 1943 on a research project on land valuation and construc- 
tion costs for the Pittsburgh Housing Authority. 

Helen Dorsey has resigned as instructor of business administration at West Virginia 
University to accept a position with the statistical department of the E. I. duPont é 
Nemours Company at Wilmington, Delaware. 

Earl S. Fullbrook, professor of marketing in the College of Business Administration of 
the University of Nebraska, has been granted leave of absence to accept a position # 
director of public relations and research with the Chamber of Commerce of Lincoln, 
Nebraska. 

Harold M. Groves of the department of economics at the University of Wisconsin, has 
been granted leave of absence for the year 1943-44 to carry on a study of taxation and 
incentives under the auspices of the Committee for Economic Development. 

E. J. Hamilton of Duke University gave a graduate seminar at Colegio de México 
Mexico City and engaged in research in the Mexican archives during June and July. 

Robert W. Harbeson of Rutgers University has been granted leave of absence to - 
as principal transportation economist in charge of transportation conservation and prior 
ities for the War Food Administration, Washington. 

Rector R. Hardin has been appointed professor of economics and chairman of the de 
partment of economics and business of Berea College. 

William M. Hench is on military leave from Temple University while serving * * 
Captain in the Army, stationed at Drew Field, Tampa. 

Francis W. Hopkins has been promoted to the rank of professor in the departmen! ® 
economics and sociology at the New Jersey College for Women. 
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George R. Hawkes, assistant instructor in business organization and management in the 
College ef Business Administration of the University of Nebraska, has been commissioned 
an Ensign in the Coast Guard, and is stationed at Seattle. 

Finn B. Jensen, assistant professor of economics at the University of Kansas, has been 
granted a leave of absence to serve with the State Department. 

E. A. J. Johnson, professor of economic history, School of Commerce and Graduate 
School of New York University, has taken a leave of absence, effective during the summer, 
to accept an appointment as Major in the Military Government Division of the United 
States Army. 

Keith W. Johnson, formerly associate economist with the Materials Branch of the 
Statistics Division, War Production Board, is now an economist with the Combined Raw 
Materials Board, Washington. 

Howard S. Kaltenborn, instructor in business organization and management in the Col- 
lege of Business Administration of the University of Nebraska, has been granted leave of 
absence to accept a position as economist with the National War Labor Board in Detroit. 

George Kleiner, formerly instructor in economics in the College of Business Adminis- 
tration of the University of Nebraska, has accepted a position as research analyst with the 
Federal Reserve Bank of Richmond. 

M. J. Jucius has been promoted to the rank of associate professor of business organiza- 
tion at the Ohio State University. 

*. E. Landon, assistant professor of economics at Duke University, who has been on 
leave with the Board of Investigation and Research in Washington, has resumed his 
teaching duties. 

Oscar F. Litterer, instructor in statistics and business research in the College of Business 
Administration of the University of Nebraska, has been granted leave of absence to accept 
a position as research statistician with the National Bureau of Economic Research in 
Madison, Wisconsin. 

Kullervo Louhi, instructor of accounting at the University of Kansas, has entered the 
United States Army. 

Myron H. Luke resigned as instructor in economics and marketing at the State Institute 
of Agriculture at Farmingdale, L.I., to accept a position as associate agricultural economist 
with the Food Distribution Administration in New York City. 

Fritz Machlup, professor of economics at the University of Buffalo, was granted leave 
of absence to serve as consultant in the Office of Alien Property Custodian in Washington. 

Arthur W. Marget of the University of Minnesota has been commissioned a Major in 
the United States Army as a specialist in the Division on Administration of Occupied 
Territories. 

Susan S$. McAllister has been appointed instructor in the department of economics and 
sociology, New Jersey College for Women. 

Henry S. Miller, on leave from Queens College, is serving as chief of the Italian unit, 
Potential Division, Enemy Branch of the Office of Economic Warfare. 

Hans P. Neisser has been appointed professor at the New School for Social Research and 
will resign as principal economist at the Office of Price Administration this fall. He also 
Was visiting professor at George Washington University for the summer session of 1943. 

H. C. Nolen, associate professor of marketing, Ohio State University, is now serving 
with the Allied Military Government of Occupied Territory as a Major, and took over 
‘esponsibility for civilian requirements when Sicily was occupied. 

Ruby Norris, assistant professor in the department of economics, Vassar College, has 
been granted a second year’s leave of absence to continue her work with the Office of 
Price Administration in Honolulu. 


W. V. Owen, professor of economics at Purdue University, has been serving as a public 
member of panels for the Regional War Labor Board. 
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Elinor Pancoast, professor of economics and chairman of the department of economig 
and sociology, Goucher College, is on leave of absence, serving as senior civilian mobiliz. 
tion adviser, Third Region, Office of Civilian Defense. 

Dudley F. Pegrum has been promoted to the rank of professor of economics a the 
University of California, Los Angeles. 

B. U. Ratchford, associate professor of economics at Duke University who has been » 
leave with the Office of Price Administration, has resumed his teaching duties with i 
Senior Fiscal Officers’ School. 

Elizabeth A. Redden, associate professor of sociology, Goucher College, is on leave of 
absence serving as analyst in the price division of the Maryland District Office of Pr» 
Administration. 

J. Wilson Rogers, instructor of industrial management at the University of Kansas, hx 
resigned to accept a position in the personnel department of the Transcontinental, Westen 
Airlines in Kansas City, Missouri. 

Raymond de Roover, formerly assistant professor of economics and business at Illinois 
College, has been appointed assistant professor of economics at Wells College. 

James H. Rossell, instructor in accounting at the University of Pittsburgh, has receive! 
a commission as Ensign in the U. S. Naval Reserve and is now stationed at the Philadelphia 
Navy Yard. 

Edward B. Schmidt, assistant professor of economics in the College of Business Ad. 
ministration of the University of Nebraska, has been commissioned a Lieutenant in th 
Army Air Corps and is stationed at San Antonio. 


Emerson P. Schmidt of the University of Minnesota is serving as economist with the 
United States Chamber of Commerce in Washington. 
J. J. Spengler, professor of economics at Duke University, who has been on leave 
serving with the Office of Price Administration, has resumed his teaching duties with tk 
Senior Fiscal Officers’ School. 
George J. Stigler of the University of Minnesota is engaged on a research project with 
the National Bureau of Economic Research in New York City. 
Paul Studenski, professor of economics, School of Commerce, Accounts, and Finance, 
New York University, has been appointed by Governor Thomas E. Dewey as a member 
of the State Taxation Committee and State Economy Commission. In addition, the 
Rockefeller Foundation has made a grant to New York University for the completion o! 
his study on international comparisons of national income estimates. 
J. Wilner Sundelson, on leave of absence from Rutgers University, has resigned aw chu 
economist in the War Production Board and is now serving as head overseas missiols 
officer for the Lend-Lease Administration. 
Herbert A. Tonne of the department of economics, School of Commerce, Accounts, and 
Finance, New York University, has been granted a leave of absence to enter governmet! 
service. 
Philmore Tucker has been appointed a junior assistant in the department of economics 
School of Commerce, Accounts, and Finance, New York University. 
J. Brook Willis of the Columbia University School of Business is on leave of absent 
for the year 1943-44, serving in the armed forces. 

Viola Wyckoff, formerly instructor in economics at Iowa State College, has been > 
pointed assistant professor of economics at Vassar College. 

Dale Yoder while on leave of absence from the University of Minnesota served as = 
of the Planning Division in the Bureau of Program Planning and Review in the 
Manpower Commission in Washington. 

Erich W. Zimmermann, Distinguished Professor of Resources, the University of — 
has been appointed a part-time economic consultant at the Department of State, Wash 
ington. 
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=e FORTIETH LIST OF DOCTORAL DISSERTATIONS 
leave IN POLITICAL ECONOMY IN PROGRESS 

of Prix IN AMERICAN UNIVERSITIES AND COLLEGES 


The first list of this kind was dated January 1, 1904, and was sent to all members, 


Western but not regularly bound in the publications. A notation as to the earlier lists, extending 
from 1905 to 1927, may be found in the Review for September, 1927, page 574. Annual 
Dlinok lists thereafter are to be found in the September number of the Review for each year. 
- The present list specifies doctoral degrees conferred, doctoral dissertations completed and 
: accepted by the various universities, and the theses still in preparation. The last date 
seceves given is the probable date of completion. In cases where the publishers of completed 
idelptua dissertations were given, this information has been reported. 
The list represents the status of the several theses on June 20, 1943, except for a few 
ess At items later reported as completed or published. 
in the 
% Economic Theory; General Works 
Degrees Conferred 
on os Paris LEMAR Brokaw, Ph. D., Wisconsin, 1942. The development of monopoly thought 
ig and an analysis of monopoly equilibrium theory. 
- Yate Brozen, Ph.D., Chicago, 1942. Some economic aspects of technological change. 
Benjamin Capitan, Ph.D., Chicago, 1942. The Wicksellian School: a critical study of the 
—_ development of Swedish monetary theory, 1898-1932. 
nember Wiu1aM DiamMonp, Ph.D., Johns Hopkins, 1942. President Wilson’s conceptions of 
vn, the American economy. 
tion Gautt WELLINGTON Lynn, Ph.D., California, 1943. An analysis and critique of the mone- 
tary theories of John Maynard Keynes. 
s chiel GEORGE HERBERT HILDEBRAND, JR., Ph.D., Cornell, 1942. The theory of markets and the 
1issions problem of economic crises from Quesnay to Marx: a study in the history of economic 
thought. 
is, and 
rom Theses Completed and Accepted 
STEPHEN Enxke, A.B., Stanford, 1936; A.M., 1939; Certificate in Public Administration, 
omic Harvard, 1940; M.P.A., 1941. Monopolistic competition and the general welfare. Harvard. 
Louis SCHNEIDER, M.A., Columbia, 1938. Freudism and Veblenism: a study in social 
- theory. 1943. Columbia. 
Theses in Preparation 
‘van Axetson, A.B., Yale, 1919; A.M., Oklahoma, 1928. Process of savings and invest- 
ment. 1944. Columbia. 
Chief 
We Amos LAMAR ARCHIBALD, A.B., 1936. The Ricardian socialists: economic doctrines and 
Programs of reform. 1944. California. 
ee ome Mitcuett Bices, A.B., Wayne, 1939; A.M., Michigan, 1940. The historical aspects 
Vash " the development of the concept of capital. 1944. Michigan. 


Wouas Pau Brann, B.A., Arkansas State, 1938; M.A., Virginia, 1942, Pure and 
‘Honopolistic competition in American agriculture. 1944. Virginia. 
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Avery B. Conan, A.B., Cornell, 1934; A.M., Columbia, 1942. The nature of Competition 
1944. Columbia. 

Jozi G. Cotton, A.B., College of the City of New York, 1937; M.S., 1938; M.A, Colum 
bia, 1940. Position of the laborer in French mercantilist thought, 1700-1750, joy 
Columbia. 


James Dincwa tt, A.B., Queens, 1938; A.M., 1939. A history of English theories of ti 
economic réle of the state. 1943. Chicago. 

ArTHuR M. FreepMan, A.B., Toledo, 1938; A.M., Cincinnati, 1939. Some recent develop. 
ments in the theory of interest. Pennsylvania. 

(CHARLES) DILLon GLENDINNING, A.B., Occidental, 1939; A.M., Claremont, 1940. Studis 
in the theory of capital and interest. 1944. Princeton. 

Dyer Grampp, A.B., Akron, 1936; A.M., Chicago, 1942. Mercantilism 
laissez-faire in American political discussion, 1787-1829. 1943. Chicago. 

Werner Hocuwatp, B.S., Washington University, 1940; A.M., 1942. The dynamics of 
labor demand. 1943. Washington University. 

RicHARD SEBASTIAN Howey, S.B., Harvard, 1926; A.M., Southern California, 1929. 4 
history of the utility concept in economic theory. 1943. Chicago. 

ELMER JEREMIAH JEROME, B.S.S., College of the City of New York, 1937; AM., Colun- 
bia, 1938. Economic dualism. 1944. Columbia. 

J. W. Keener, A.B., Birmingham-Southern; A.M., Chicago. The cost-price ratio and the 
supply of money. 1944. Ohio State. 

LAwrENcE Kecan, A.B., College of the City of New York, 1935; M.A., Columbia, 198 
Problems related to the theory of production and capital. 1944. Columbia. 

Irvinc B. Kravis, B.S., Pennsylvania, 1938; A.M., 1939. The theory of diminishing an 
increasing returns. 1944. Pennsylvania. 

Maurice LaMonTAcNE, B.-es-Sc. Sociales, Laval, 1940; Complimentary dipl. in Phi, 
Dominican College, Ottawa; License in Social Science, Laval, 1941; A.M., Harvard, 1%). 
The problem of methodology in economics. Harvard. 

CHartes Epwarp Linpsiom, A.B., Stanford, 1937. Competition and social control 2 
the marketing of personal productive capacity in a capitalistic economy. 1943. Chicago. 

Mary Epna Lonican, A.B., Barnard, 1916; A.M., Columbia, 1927. The economic orgat- 
ization of work in the United States. 1945. Columbia. 

ArtHuR Epwarp Mace, Jr., A.B., Amherst, 1938. Economics of wage differentials. 1% 
Chicago. 

Grorce T. Matruews, A.B., Columbia, 1939; A.M., 1940. Economic ideas among tht 
French philosophers. 1944. Columbia. 

Herspert CARPENTER Morse, A.B., Oberlin, 1932; A.M., Columbia, 1941. Essays in the 
theory of trade. 1944. Columbia. 

Atrrep RIcHARD OXENFELDT, B.A., Pennsylvania, 1937; M.A., Columbia, 1938. New 
firms and free enterprise. 1943. Columbia. (Published by the American Council on Public 
Affairs.) 

BENJAMIN Pasxorr, B.S., College of the City of New York, 1936; A.M., Columbia, 1% 
The political and economic philosophy of Linguet. 1944. Columbia. 

ALLEN M. Srevers, A.B., Chicago, 1939; A.M., Columbia, 1941. Nomics and economic 
1945. Columbia. 

Wr1aM JosepH Jorpan III, A.B., Texas, 1940. The economics of Thorste 
Veblen. 1945. Duke. 

James Hartmann Strauss, A.B., Grinnell, 1936; S.M., Iowa State, 1937. History ace 
criticism of American theories of profit. 1943. Wisconsin. 

Curwen Sroppart, B.S., 1930; A.M., New York, 1934. Institutional method and econo™ 
science. 1945. New York. 
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petition Waseincton SyCP, B.S.C., Santo Tomas (Manila), 1939; M.S.C., 1940. Relationship 
between economic and accounting theory. 1945. Columbia. 

Colum. Leste CHARLES TrHANY, A.M., Northwestern, 1933; Ph.D., 1936; A.M., Harvard, 1938, 

). 1944, French utopianism from Veiras to Babeuf. 1943. Chicago. 


Asranam H. Venttsky, A.B., Brooklyn, 1934; A.M., Columbia, 1935. The Bronsons’ 
(Isaac, Arthur, Frederic) economic activities, economic theory. 1945. Columbia. 


Cuartes S. Wyanp, A.B., Pennsylvania State, 1929; A.M., 1934. The economics of re- 


placement demand. 1944, Columbia. 


Economic History 


Degrees Conferred 


JosepH ALEXANDER BATCHELOR, Ph.D., Northwestern. An economic history of the Indiana 
oolitic limestone industry. 

Eowarn Gar Danret, Ph.D., Harvard, 1943. United States postal service and postal 
policy, 1789-1860. 

Epcar WINFIELD Martin, Ph.D., Chicago, 1942. The standard of living in 1860: American 
consumption levels on the eve of the Civil War. (Published by the University of Chicago 


Press. ) 


nics of 
929. A 
Colum. 


nd the 


Theses Completed and Accepted 


‘corce TAYLOR ConKLIN, A.B., Dartmouth, 1936; M.C.S., 1937. Trends in the economy 
of New York City. 1943. New York. 

MarcaretT Ricnarps Passt, A.B., Vassar, 1931; A.M., Chicago, 1932. Some trends in 
agriculture in the Connecticut River Valley region of Massachusetts during the nine- 
teenth century. 1943. Columbia. (Published as a Smith Ccllege Study in History.) 


1938 


ig and 


o Seymour L. Wotrsern, M.A., Columbia, 1937. The decline of a textile city: a study 
dais: f New Bedford. 1943. Columbia. 

“ 2 Theses in Preparation 

cago 


Marion D. Bonzt, A.B., Rockford, 1928; A.M., Illinois, 1929. George M. Pullman and 
the Pullman Company. 1943. Chicago. 

Robert JoHN Braipwoop, A.B., Michigan, 1932; A.M., 1933. The comparative archeology 
of early Syria: from the time of the earliest known village cultures through the Akkadian 
period. 1943. Chicago. 

Vircinta W. Buckner, A.B., Texas, 1941; A.M., 1942. An American frontier for 1949-ers. 
1945. Columbia. 

Jacouetine Butt, A.B., Kentucky, 1934. Rural merchandising in the post-war South. 
1945. Kentucky, 

ROBERT F. CAMPBELL, A.B., Yale, 1939; A.M., Columbia, 1940. The New York business 
commnity and politics: 1856-1880. 1944. Columbia. 

TxEopore Coen, B.S.S., College of the City of New York, 1938; A.M., Columbia, 1939. 
Merchant capital in feudal Japan. 1944. Columbia. 

PETER H. Deraney, II, A.B., Yale, 1937; A.M., 1939. Economic readjustments in Rhode 
Island, 1783-1800. 1944. Columbia. 

RAYMOND AprIeN DE Roover, L.S.C.F., Institut Sup. de Commerce, 1924; M.B.A., Har- 
vard, 1938. Money, banking, and credit in medieval Bruges: Italian merchant bankers, 
‘ombards, and money-changers. 1943. Chicago. 

FELICIA Jounson Deyrup, A.B., Barnard, 1938; A.M., Columbia, 1939. Economic history 

: of small arms manufacture in the Connecticut River Valley. 1944. Columbia. 

James H, EasterBy, A.B., Charleston, 1920; A.M., Harvard, 1922. The South Carolina 
nice plantation as revealed in the papers of Robert F. W. Allston. 1943. Chicago. 
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Joun Frepericxson, B.S., Northwestern, 1938. The American merchant marin. 
1820-1860. 1943. Chicago. 


Rupotr W. FreyHan. On reciprocal reactions and repercussions of the economic a 
political decay of the ruling class in the early Victorian age. 1943. Chicago. 

Wru1aM Byram Gates, Jr., A.B., Williams, 1939. Government reorientation of social ani 
economic life during the Civil War; a study of federal, state, and local controls ove 
economic activity in the North, 1861-1865. 1943. Chicago. 

Henrietta E. Hareman, A.B., Lawrence, 1925; A.M., Wisconsin, 1928. Alexander Ma. 
Donald, labor member of Parliament. 1943. Chicago. 

WruiAM HA ter, Jr., A.B., Columbia, 1936; A.M., 1938. Frontier settlement in Puritan 
New England, 1620-1670. 1944. Columbia. 

Joun Harvey Kent, A.B., Queen’s 1930; A.M., 1934. The temple estates of Delos, 
Rheneia, and Mykonos. 1943. Chicago. 

Harotp Over Lewis, B.A., Amherst, 1929; M.A., Howard, 1930. The growth of the 
seventeenth century Danish capitalism. 1945. American. 

D. E. McCown, A.B., California, 1932. An historical study of the material culture of 
Iran before the middle of the third millenu:um B.C. 1943. Chicago. 

Cyrm Nem McKinnon, A.B., Marquette, 1925; A.M., 1936. The breakdown of the 
guilds. 1943. Chicago. 

Joun TETTEMER O’NeEnr, B.S., North Carolina, 1934; M.B.A., Harvard, 1936. The financial 
and economic history of the Chesapeake and Ohio Railroad. 1945. Northwestern. 

Joan Pirer, A.B., Vassar, 1935; A.M., Columbia, 1936. The Kingdom of Piedmont, 181'- 
1830: an economic and social study. 1944. Columbia. 

REGINALD CHARLES STEWART SHEPPARD, A.B., University of Wales, 1939; M.B.A., New 
York, 1940. The depressed areas of South Wales. 1945. Columbia. 

MartHa VAN Hoesen Taser, A.B., Bryn Mawr, 1939; A.M., Columbia, 1940. History 
of the cutlery industry in the Connecticut Valley, 1830-1939. 1944. Columbia. 

Rospert Henry VAN Vooruis, A.B., Duke, 1939; A.M., 1941. Borrowing our way into 
socialism : the economic thought of Pierre Joseph Proudhon. 1944. Duke. 

Wir1aM C. Wrevr, Jr., A.B., Washington and Lee, 1937. The influence of Fabian social- 
ism on the Liberal party. 1944. Columbia. 


Epwarp B. Wirt1aMs, A.B., Morehouse, 1927; A.M., Atlanta, 1937. The Negro in industry 
in the ante-bellum South. 1944. Columbia. 


Economic Systems; National Economies; Post-War Planning 


Degrees Conferred 


ROLAND Burorp Branois, Jr., Ph.D., Duke, 1943. British war economy: the first two years 


Theses Completed and Accepted 


ANDREW GRAJDANZEV, B. of Econ., Harbin, 1932; A.M., Columbia, 1938. Modern Kore, 
economic and social development under the Japanese. 1943. Columbia. (Published in 
the International Research Series of the Institute of Pacific Relations.) 


Theses in Preparation 
HarMAn Burstetn, B.S., Ohio State, 1940; A.M., Oberlin, 1941. Economics of Psa 
American solidarity. New York. 
ALEXANDER Barrp. Economic background of the modern state. 1944. New York. 


Muzarrer Meumet Ersetcux, A.B., Robert College (Istanbul), 1938; AM., Indians, 
1940. The Japanese war economy. 1944. Indiana. 
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Statistics; Economic Mathematics; Accounting 


Degrees Conferred 


and ‘ 
Arpert Ben Carson, Ph.D., Nebraska, 1943. The concept of revenue in accounting, income 
| and tax law, and economic theory. 
over Fowarp K. Cratstey, D.C.S., Harvard, 1943. Inventory accounting policies with particular 
reference to concerns which tan leathers. 
Mac. Raymonp J. Jessen, Ph.D., Iowa State, 1943. Statistical investigation of sample survey for 
obtaining farm facts. 
ritan Micnart James Juctus, Ph.D., Chicago, 1942. The objectives of uniform accounting. 
elas Theses in Preparation 
| , Dennis ANDERSON, B.S., Indiana, 1929; M.B.A., Northwestern, 1930. An evaluation 
the of the retail inventory method of accounting. 1944. Northwestern. 
KennetH J. Arrow, B.S., College of the City of New York, 1940. Analysis of economic 
e ol time series. 1945. Columbia. 
. \isert R. Betset, Jr., A.B., Dartmouth, 1931; LL.B., Yale, 1934. Legal and economic 
ae aspects of the theory of depreciation. 1944. Columbia. 
Hereert Curips, A.B., Morningside, 1927; A.M., Michigan, 1935. Accounting 
ncial for consolidations. 1945. Columbia. 
Rotanp W. Funk, B.S., Utah, 1933. Inventory theory. 1943. Chicago. 
- Buty E. Gortz, Ph.B., Chicago, 1924. A managerial approach to industrial accounting. 
1943, Chicago. 
New Frank SANFORD KAULBACK, Jr., B.S., Virginia, 1934; M.A., 1942. Capital accounts under 
selected state corporation statutes. 1944. Virginia. 
ma CHARLES WILLIAM LAMDEN, A.B., California, 1937; M.A., 1939, Legal problems in corpo- 
rate accounting. 1944. California. 
. Dante, Lirsky, A.B., Columbia, 1931; M.S., 1934. A reéxamination of accounting prin- 
. ciples with particular reference to published reports. 1944. Columbia. 
ial- 
; Guy Henperson Orcutt, B.S., Michigan, 1939; A.M., 1940. Electrical machines and the 
mathematical methods appropriate to them for use in economic statistical research. 
r 1944, Michigan. 
ELLs Mast Sowe tt, B.S., Stephen F. Austin State Teachers, 1934; M.B.A., Texas, 1936. 
Evolution of predetermined costs. 1945. Texas. 
\. Maxwett Uxr, M.B.A., Chicago, 1937. The statistical allocation of advertising appro- 
priations for a durable consumer good. 1943. Chicago. 
Etmer Ricnarp Youne, B.S., Utah, 1936; M.S., 1937. Distribution cost accounting. 1945. 
C lumbi 
es att Lee Watpron, A.B., Hendrix, 1924; S.M., Oklahoma Agricultural and Mechanic, 
1932; S.B., Central State Teachers (Oklahoma), 1938. State supervision of municipal 
accounting. 1943. Chicago. 
in Jou N FREDERI ck Weston, M.B.A., Chicago, 1942. The meaning and measurement of excess 
profits. 1943. Chicago. 
Business Cycles and Fluctuations 
an 


Degrees Conferred 


psc’ Lion ButrersaucH, Ph.D., Chicago, 1942. The measurement of business activity 
in 

Ge Puget Sound area. (Published in the University of Chicago Journal of Business, 
‘udies in Business Administration, XIII, No. 2.) 


arine 
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Davin LusuHer, Ph.D., Harvard, 1942. The structure of interest rates: , 
theoretical and empirical analysis of its characteristics and cyclical behavior. 

Witson Frets Payne, Ph.D., Chicago, 1942. An analysis of the business cycle, 1919-2) 
(Published in the University of Chicago Journal of Business, Studies in Business Ad- 
ministration, XII, Nos. 4 and 5.) 

JoserH Epwin Reeve, Ph.D., Chicago, 1939. Monetary proposals for curing the depression 
in the United States, 1929-35. (Published by the American Council on Public Affairs.) 


Theses Completed and Accepted 


Grorce W. Van ViEck, B.S., Colgate, 1909; Pd.M., New York, 1918; A.M., 1919. The 
panic of 1857. 1943. Columbia. (Published by the Columbia University Press.) 


Theses in Preparation 


Janet Austrian, A.B., Bennington, 1939. Acceleration and retardation in cyclical move- 
ments. 1944. Columbia. 

Cart Anton Dauten, A.B., Washington University, 1936; A.M., 1939. Investment and 
the level of business: an analysis and an appraisal of the T.N.E.C. thesis concerning the 
relationship of investment and saving to the full use of our productive resources. 1944 
Washington University. 

Loreto MARCELINA DomMINGUEz, Public Accountant, Buenos Aires, 1938; M.B.A., Harvard, 
1941; M.A., 1942. Business cycles in agricultural countries. Harvard. 

Pave Petrorr Ecororr, B.S., Agricultural College (Sofia), 1925. The réle of agriculture 
in the dynamic of Argentine economy. 1944. Stanford. 

Evan Bono Hannay, A.B., Washington, 1936; A.M., Stanford, 1937. The rdéle of machine- 
tool industry in business cycles. 1944. Princeton. 

Harotp Burke Horton, B.B.A., Texas, 1937; M.B.A., 1938. The relationship between 
agricultural commodity price fluctuations and business cycles in the United States, 
1918-1939. 1944. Columbia. 

Martin V. Jones, M.B.A., Chicago, 1940. Critique of the theory’ of economic matunty 
as a cause of business depression. 1943. Chicago. 

Haroip W. Sassz, B.S., New York, 1924; A.M., Columbia, 1928. Toward an understanding 
of business forecasting. 1945. Columbia. 

Davip Scuwartz, A.B., Columbia, 1938; A.M., California, 1941. Secular changes in Amer- 
can business cycle history. 1944. Columbia. 

Jutrus Suisuxm, A.B., Rutgers, 1934; A.M., 1936. The relation between seasonal and 
cyclical movements. 1945. Columbia. 

Rotanp G. Stuck, B.S., Brigham Young, 1930; M.S., Utah, 1932; M.B.A., Stanford, 
1932. The stabilization of consumer purchasing power. 1944. Cornell. 

James Harotp Symons, A.B., Seton Hall, 1930; A.M., Columbia, 1937. The mature 
economy in economic theory. 1944. New York. 


Public Finance; Fiscal Policy; Taxation 


Degrees Conferred 
Louis Kont Branpt, Ph.D., Wisconsin, 1943. Shifting and incidence of real property 
taxes. 


Yau Prx Cuav, Ph.D., Chicago, 1942. The taxation reforms of the Chinese National 
Government in the decade 1927-37. 


Arcue Bristo: GoopMan, Ph.D., Wisconsin, 1943. Assessment administration in 
T. Levron Howarp, Ph.D., Wisconsin, 1943. Federal payments in lieu of taxation. 
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Vernon L. IsrAzLson, Ph.D., Wisconsin, 1942. Economic and social aspects of homestead 
tax exemption. 

Lawrence BENNETT JacK, Ph.D., McGill, 1943. Control of municipal finance in three 
federal countries: Canada, the United States and Australia. 

RicHaro WapsworTH LinpHOLM, Ph.D., Texas, 1942. The corporate franchise as a basis 
of taxation. 

Oscar Freperick Litrerer, Ph.D., Wisconsin, 1943. Capital gains and losses. 

Pup Nerr, Ph.D., California, 1943. Government finance and interest rates. 


Theses Completed and Accepted 
Suin-HsiIn CHov, A.B., Yenching, 1935; A.M., California, 1940. The capital levy. 


Columbia. 

Paut W. Eruis, A.B., Willamette, 1931; A.M., Oregon, 1933. Effect of taxes upon corpo- 
rate policy. 1943. Columbia. 

Suerwoop M. Fine, B.A., New York, 1936; A.M., Columbia, 1937. Public spending and 
postwar economic policy. 1943. Columbia. 


Cuattis ArvA Hart, Jr., B.S., Kansas, 1938; A.M., Harvard, 1943. Theories of public 
debt: history and analysis. Harvard. 


Theses in Preparation 


Norris J. ANDerson, M.A., Colorado, 1931. Land classification as an aid to assessment. 
1944, Minnesota. 

Martiy Atias, A.B., New York, 1934; A.M., Columbia, 1935. Collection of income tax 
at source. 1944, Columbia. 

Wuuam Atrrep Bentren, A.B., Wisconsin, 1926. An analysis of the government’s easy 
money policy and its economic effects. 1945. New York. 

Jonny CHatmers, A.B., Middlebury, 1938. New York state personal income tax, 1919-1942. 
1943. Cornell. 

Ciarence Corton Dawson, B.S., Kentucky, 1927; M.A., George Peabody, 1931. De- 
velopment of Kentucky state tax aclministration since 1853. 1945. Kentucky. 

Lyiz C. Fircu, B.S., Nebraska State Teachers, 1935; A.M., Nebraska, 1938. War finance 
and government debt. 1944. Columbia. 

Marion Hamitton Griim, A.B., Mt. Holyoke, 1930; A.M., Columbia, 1938. The incidence 
of excess profits taxes. 1944. Columbia. 

RicHARD BEN JAMIN Goopve, A.B., Baylor, 1937; A.M., Kentucky, 1939. The corporate 
institution and the tax problem, 1944, Wisconsin. 

Cr ARA Grey, A.B., Mt. Holyoke, 1936. The remission of consumption taxes during a 
cyclical depression. 1945, Columbia. 

FRANKLIN P. Harr, A.B., Oregon, 1929. Indiana gross income tax. 1943. Wisconsin. 

Lovis HALPERN, B.S., College of the City of New York, 1941; A.M., New York, 1942. 
British financing of the Second World War (1939-1944). 1945. New York. 

Joun NATHANIEL Hart, B.S., Ohio State, 1931; M.A., 1932. Taxation of business corpo- 
rations in Ohio: a statistical study. 1944. Ohio State. 

° — Hm, A.B., Drury, 1927. Public utility taxation in New York State. New 

OTR. 

“borce E. Lent, A.B., Renssalaer Polytechnic, 1934; M.B.A., 1935. Wartime borrowing 

methods. 1945. Columbia. 


Matta Lots Mityg, B.A., Wellesley, 1928; M.B.A., New York, 1931. Defense borrowing 
and control of credit. New York. 
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Gienn D. Morrow, A.B., Murray State Teachers, 1933; M.A., George Peabody, 194 
State-local relations in Kentucky fiscal administration. 1944. Kentucky. 

Jutius Cart Pornpexter, B.S., Virginia, 1933; M.A., 1941. Recent proposals for interes. 
free deficit financing. 1944. Virginia. 

Ropert ALVIN RENNIE, A.B., Wesleyan, 1939; A.M., Harvard, 1942. Federal-provincid 
aspects of the Argentine fiscal policy. 1944. Harvard. 

Witu1am Kress Scumetzte, B.A., Juniata, 1930; M.B.A., Pennsylvania, 1931. The tu: 
factor and the localization of industry in the Pacific Coast states. 1944. California. 

EaRLE FENTON SHEPARD, A.B., Colorado, 1936; A.M., 1938. Taxation and monetary con. 
trol. 1945. Michigan. 

Kennetu M. Spano, A.B., Dartmouth, 1933; A.M., Columbia, 1936. Money as a store of 
value. 1944. Columbia. 

WALTER Fritz StetTNeER, LL.D., Vienna, 1937; A.M., Harvard, 1941. Nineteenth century 
debt theories in Great Britain and Germany and their relevance for present-day analysis 
1943. Harvard. 

Joun ArcHtBaLp Stover, A.B., McGill, 1940; A.M., 1941; A.M., Harvard, 1943. War 
finance. Harvard. 


Janet RacoLin SUNDELSON, B.S., Columbia, 1936; M.A., 1938. Ownership of public debt H 
1944. Columbia. Wal 
Anprew M. Tu tty, A.B., Manhattan, 1940; A.M., Columbia, 1941. The tax credit and ba 
fiscal control in the United States. 1945. Columbia. BER 
Witu1am Newton Watson, B.S., Alberta, 1933; A.B., 1937. The federal estate tax of the Ir 
United States. 1944. Columbic. Wr 
Money and Banking; Short-Term Credit Her 
Degrees Conferred 
Rosert W. Merry, D.C.S., Harvard, 1943. An analysis of and proposal for the bank sy 
examination policy of federal supervisory authorities. Eu 
Wattace PeTer Mors, Ph.D., Chicago, 1942. Theories of consumer credit—an historical 
and critical analysis. (Published in the University of Chicago Journal of Business Ror 
Studies in Business Administration, XVI, Nos. 1 and 2.) N 
Wirt1am Taytor Putiuips, Ph.D., Cornell, 1942. History and application of the office of Gr 
the comptroller of the currency. e 
STert1nc Poppte, D.C.S., Harvard, 1943. Development of two bank groups in the Central * 
Northwest: a study in bank policy and organization. (Published by Harvard Universit) t 
Press.) Wu 
T. Ruame, D.C.S., Harvard, 1942. Competitive advantages and disadvantages 
of agencies making short- and medium-term loans to industry. Se 
Joun Brooxe Writs, Ph.D., Columbia, 1943. The functions of the commercial banking ee 
system. (Published by Columbia University Press.) ~ 
Theses Completed and Accepted “ 
EMANUEL THORNTON Wetter, A.B., De Pauw, 1937; M.A., Minnesota, 1939. The fow : 
of money payments and the use of accounting data for economic analysis. Minnesota 
Theses in Preparation 
W. O. AnvErson, B.S., Ohio State, 1938; A.M., 1941. An analysis of bank deposits. !~° tee 
Ohio State. th 
Paut ARNOLDS-Patron, B.S., New York, 1936; M.B.A., 1937. The theory and practice o! War 
commercial bank reserves in the United States. 1944. New York. 5 


Rev. Epwarp Burns, O.S.A., A.B., Villanova, 1937; A.M., Catholic, 1941. 
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mercial banking in Philadelphia, 1915-1941. 1944. Catholic. 

EuzasetH WuiTsecK Donovan, A.B., Woman’s College of the University of North 
Carolina, 1934; A.M., North Carolina, 1936. The history of banking in North Carolina 
since the Civil War. 1944. North Carolina. 

Joun Epwarp Exter, A.B., Wooster, 1932; A.M., Fletcher, 1934. Currency warfare in 
China since 1937. 1943. Harvard. 

Westey Cuirrorp Haratpson, B.A., Jamestown, 1935; M.A., Iowa, 1940. The flow of 
funds into and out of the Ninth Federal Reserve District. 1945. Minnesota. 

Hervey D. Hotcuxtss, B.S., Buffalo, 1934; A.M., Cornell, 1936. The guaranty of bank 
deposits. New York. 

Erorin Fraser Hunt, A.B., Oberlin, 1917. A study of the textbook literature on money 
and banking. 1943. Chicago. 

Arruur Kemp, B.S., Buffalo, 1939; M.B.A., Northwestern, 1940. Lawful money, legal 
tender and money receivable for specific purposes. 1944. New York. 

Rev, Brian A. Kirn, O.F.M., A.B., St. Joseph’s 1935; A.M., Catholic, 1941. Annual 
reports of commercial banks. 1943. Catholic. 

Josepx E. Lorrus, A.B., Notre Dame, 1937. Bank capital ratio regulation. 1945. Johns 
Hopkins. 

Water B. Mercs, B.S., Kansas, 1935; M.B.A., 1938. Supervision of non-member state 
banks by the Federal Deposit Insurance Corporation. 1944. Southern California. 

BerNARD NorTMAN, B.S.S., College of the City of New York, 1934; A.M., Columbia, 1935. 
Interest rates. 1944. Columbia. 
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of the 
Wn1aM Harotp Poote, A.B., Alberta, 1932; A.M., 1934. The supply and control of money 
in Canada, 1943. Chicago. 
Hersert Victor ProcHNnow, B.A., Wisconsin, 1921. Some aspects of term loans and in- 
vestment policies of commercial banks. 1944. Northwestern. 
ALEXANDER Moses Rosenson, B.S., California, 1937; A.M., 1938. The Argentine banking 
e bank system since 1935. 1943. Chicago. 
me Eur Suartro, A.B., Brooklyn, 1936; A.M., Columbia, 1937. Credit union movement in 
storical Wisconsin, a statistical study. 1945. Columbia. 
siness, 
Heap B.S., Northwestern, 1935; M.A., 1936. Capital credit banks. 1944. 
Northwestern. 
ffice of 
GuNTHER STernserG, A.B., Iowa State Teachers, 1936; M.B.A., Chicago, 1938. The 
—_ economic significance of the behavior of the assets and liabilities of banks. 1943. Chicago. 
versity RicHARD TuLLoss Stevens, A.B., Ohio State, 1926; M.A., 1931. Economic implications of . 


the changing character of bank assets. 1944. Ohio State. 

Wituam Joun Stipravy, A.B., Columbia, 1939; A.M., 1940. The place of the central 
bank in the modern economy. 1945. Columbia. 

Frank J. Tampy, B.C.C., New York, 1931. The Federal Reserve Bank of Philadelphia. 
1944. Columbia. 

Wauurase Watter Toncug, A.B., Dartmouth, 1937; M.C.S., Amos Tuck, 1938. Factors 
allecting the supply of member bank reserve funds in the Seventh Federal Reserve Dis- 
trict, 1928-1943. 1943. Chicago. 


antages 


yanking 


International Trade, Finance, and Economic Policy 


Degrees Conferred 
ar IRvING BLOooMFIELD, Ph.D., Chicago, 1942. International capital movements and 
the American balance of payments, 1929-40. 


Wattre W 
oar Wetts Hares, Ph.D., Harvard, 1943. Superbank and the Bank for International 
ttlements, 
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MicuaeL Linpsay HorrMan, Ph.D., Chicago, 1942. The economics of fluctuating ¢. 
changes. 


Lioyp APPLETON MEtzxER, Ph.D., Harvard, 1942. Interregional income generation. 


Theses in Preparation 

Hans Apter, Dr. Juris. Prague. The determinants of the volume of foreign trade of th 
United States, 1920-1938. 1943. Yale. 

NaTHAN A. Batey, B.S.S., College of the City of New York; A.M., Columbia, 1941. Tx 
economists and the tariff controversy. Columbia. 

Witson THomas Moore Beate, A.B., Princeton, 1931; M.B.A., Pennsylvania, 193) 
British protective policy. 1945. Pennsylvania. 

Joun S. vE Beers, A.B., Cornell, 1937; A.M., American, 1939. Commercial relations be 
tween Germany and the United Kingdom, 1930-1939. 1943. Chicago. 

JoserpH RANDALL BurRcCHARD, Jr., A.B., Southeast Missouri State Teachers, 1940. Foreig 
policy of the British labor party since 1933. 1943. Chicago. 

James Drxon CaLpERwoop, B. Com., London School of Economics, 1938. The international 
implications of British economic foreign policy, 1931-1939. 1943. Ohio State. 

ANNABELLE G. Corrican, B.S., New York, 1932; A.M., Columbia, 1933. History of French 
foreign lending, 1918-1938. 1944. Columbia. 

C. Swney Corrie, A.B., Whitman, 1931; M.B.A., Stanford, 1934. Tariff-making unde 
the Trade Agreements act. 1944. American. 

SeRcEI PavLovicH Dosrovotsky, Dip. Harbin, 1930. Foreign exchange control as a factor 
influencing general levels of prices and volume of foreign trade. 1945. Columbia. 

Wr11AM J. Heuser, A.B., Columbia, 1940; A.M., 1941. The Russian attitude toward trade 
with Germany, 1891-1916. 1944. Columbia. 

Ciyve E. Hewrrt, A.B., Aurora, 1937; A.M., Chicago, 1939. Venezuela and the origins of 
dollar diplomacy. 1943. Chicago. 

R. E. Keowane, A.B., William Jewell, 1924; A.M., California, 1926. The attitude of the 
socialist parties toward international war, 1848-1914. 1943. Chicago. 

ArtHuR Lowett Kirkpatrick, A.B., Illinois, 1935; A.M., 1937. Clearing agreements 
international trade. 1943. Brown. 

RicHarp SABOURIN LANDRY, A.B., Amherst, 1938; A.M., Chicago, 1941. Unfair competi- 
tion in foreign trade. 1943. Chicago. 

Jacx Lerticne, A.B., McGill, 1940; A.M., 1941. Foreign exchange control between the 
United States and Canada. 1943. Chicago. 

% Hersert KennetH May, AB., Michigan, 1938; A.M., 1941. Stabilization funds. 1% 

Michigan. 

Wiri1am BraMan Parmer, A.B., Michigan, 1929; A.M., 1930. Studies in the theory of 
foreign exchange rates. 1944. Michigan. 

Wattace J. Parks, A.B., Williams, 1932; LL.B., George Washington, 1937. Federal import 
control. 1944. Columbia. 

Watrer RicHarpson Peasopy, A.B., Amherst, 1918. An index of the physical volume 
foreign trade. 1945. New York. 

Nicuoras Perruzzerw, A.B., Portland, 1937; A.M., Catholic, 1939. Econom 
and social aspects of the inter-American coffee agreement. 1944. Catholic. . 
Curnton Wirson Ranote, B.A., Duke, 1931; M.A., 1938. United States-Latin Americal 

trade relations, 1900-1940. 1943. Kentucky. 
Lapistas Retrzer, Dr. Juris., Royal Hungarian University, 1936; Dr. Pol. Sci., 
of Geneva, 1938. Early relations between Great Britain and Argentina. 1943. C ape 
RatpH Exserton SmitH, A.B., Wooster, 1935. The valuation of imports in the United 
States: a study in tariff administration. 1943. Chicago. 
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043] 
‘zvin Meyer vAN Stock, M.B.A., Chicago, 1939. German methods in international 
trade and the structure of American foreign commerce. 1943. Chicago. 


bv, ANTHONY Votre, A.B., British Columbia, 1939; A.M., Catholic, 1942. The interna- 
tional monetary and banking crisis of 1931. 1943. Catholic. 


roanes ASHLEY Wricut, A.B., Princeton, 1928; A.M., 1929. The limitations of monetary 


policy. 1945. Columbia. 


Business Finance; Insurance; Investments; Securities Markets 


Degrees Conferred 


Lyyy L. Bortrncer, D.C.S., Harvard, 1942. Financing defense orders, working capital 
problems. (Published by McGraw-Hill Book Co.) 

Ean S. Garver, Ph.D., Yale, 1943. Mortgage insurance. 

sour Lesser, Jr., Ph.D., New York, 1943. Stockholders’ representation in corporate 
management. 

ony Hormes Myers, Ph.D., Northwestern. The effect of raising new capital by security 
issues upon the company’s common stock prices. 

Sonty Rossins, Ph.D., New York, 1943. Dissenting bondholders in voluntary corporate 
reorganizations. 


Theses Completed and Accepted 


Antico Roy Burton, B.S., Kansas State Teachers, 1927; M.S., 1935. Fire insurance 
accounting and valuation, 1926-1939. Nebraska. 

AuserT RatpH Kocu, A.B., Oberlin, 1936; A.M., Columbia, 1937. The financing of 
large corporations, 1920-1939. 1943. Columbia. (Published by the National Bureau of 
Economic Research as Study No. 4 in Business Financing of its Financial Research Pro- 
gram.) 

ArtHUR Lesser, Jr., M.E., Stevens Institute, 1931; M.B.A., New York, 1935. Stock- 
holders’ representation in corporate management. 1943. New York. 

Rosert I. Menr, B.S., Alabama, 1938; M.S.,1939. Real estate problems of life insurance 
companies. 1943. Pennsylvania. 

CuarLes Mann WINKLER, B.S., College of the City of New York, 1911; C.E., Brooklyn 
Polytechnic, 1913. The replacement of life insurance policies. 1943. Columbia. 


Theses in Preparation 


lavrence J, AckerMAN, A.B., Lehigh, 1929; LL.B., Columbia, 1943. The regulation of 
casualty insurance. 1944. Pennsylvania. 

Fracis T. Atten, B.S., Pennsylvania, 1922; M.A., 1930. The rehabilitation or liquidation 
o insurance companies. 1944. Pennsylvania. 

Ora BIELOCURSKas, Licenciée en Droit et en Sciences Economiques, Strasbourg, 1937; 
Diplomée d’Etudes Supérieures Economiques, Paris, 1940. The business corporation in 
France. 1945. Johns Hopkins. 

fuerson T. Cammmack, B.S., Oklahoma, 1940; M.A., 1941. The rehabilitation of life 
msurance companies, 1944, Pennsylvania. 

Liou Derrick, B.S., Eastern Kentucky State Teachers, 1931; A.M., George Peabody, 
‘84. Tax exemption and the yields from investment. 1943. Chicago. 

> P. Donts, A.B., Chicago, 1938; M.B.A., George Peabody, 1939. Corporate promo- 
“on and reorganization in subnormal business. 1943. Chicago. 
acne Braston Epwarps, A.B., Centre, 1935; M.A., Duke, 1940. Investment policies of 
"ajor life insurance companies. 1944. Virginia. 
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Donato J. Emsien, A.B., Ohio, 1932; M.B.A., Pennsylvania, 1935. Competitive bidding 
for corporate issues. 1943. Columbia. 

Mortimer JosepH GieEson, B.B.A., College of the City of New York, 1932; MBA 
New York, 1936. Securities of air transport companies. New York. 

ANNA Jacopson (ScHwartTz), A.B., Barnard, 1934; A.M., Columbia, 1935. British gun 
prices and joint stock enterprise. 1944. Columbia. 

Acts JENKINSON, 3d, B.S., Pennsylvania, 1935; M.A., 1937. Facts involved in measurin 
the amount of life insurance to be carried on the life of an individual for business pur- 
poses. 1944. Pennsylvania. 

RICHARD BUHMANN JOHNSON, B.A., Texas, 1934; M.A., 1936. The legal reserve life ip- 
surance industry in the United States: as appraisal of its operations and proposal for 
reform. 1944. Texas. 

RicHArp DER. Kip, B.S., Pennsylvania, 1936. Do the education efforts of academic instity- 
tions and insurance companies in America at present meet the needs of those going into 
business and into the insurance business? 1944. Pennsylvania. 

Georce Kocet, B.S., Columbia, 1936; M.S., 1937. Corporate reorganization and th 
financial plan. 1944. Columbia. 

ArNoLp R. LaForce, B.S., Middlebury, 1935; M.B.A., New York, 1938. Operation of 
syndicates in distribution of securities. 1944. New York. 

Atex Loverpos, Dr. of Pol. Stud., Athens, 1935. Imperfections in money markets, local 
and international. 1945. Columbia. 

ALBERT Henry Marvitt, B.S., Pennsylvania, 1922. Priorities in corporate reorganization. 
1944. New York. 

Marx S. Masset, B.S., New York, 1930; A.M., 1933. Business reserves for postwar 
survival. 1943. Columbia. 

JosepH ANTHONE MaAurre.to, B.S., New York, 1939; M.B.A., 1940. Analysis of varia- 
tions in standard costs, sales and profits. 1944. New York. 

Joun BorHwett McConavcny, A.B., Alabama, 1933; A.M., 1935. The American bankers 
and Latin American public loans, 1919-29. 1943. Chicago. 

Tuomas Acnew McKay, B.S., Columbia, 1933; M.B.A., New York, 1937. Federal regule- 
tion of national securities exchanges. New York. 

ArtHurR F. Messencer, A.B., Ohio Wesleyan. Liquidity in the securities markets. 1% 
Ohio State. 

James JosepH O’Brien, B.S., Manhattan, 1938. Securities of fire insurance companits 
New York. 

Attan L. Ritter, A.B., De Pauw, 1935. A study of the flow of capital required to ma 
tain the proper balance in our economic organization. 1944. Wisconsin. 

Harvey J. Sares, A.B., Hamilton, 1930; A.M., Columbia, 1934. Life insurance companits 
investments and bonds. 1945. Columbia. 

A. C. Witt, B.S., Pennsylvania, 1925. A study of workmen’s compensation carries ® 
Pennsylvania, 1944. Pennsylvania. 


Public Control of Business; Public Administration; 
National Defense and War 


Degrees Conferred 


Henry Bropie, Ph.D., New York, 1943. Selective price control in Canada, World pee 
EMANUEL Jay HowensteIN, III, Ph.D., Ohio State, 1943. The economics 0! demooulizt- 
tion after World War I. 
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Theses in Preparation 


Wuraa Wacer Cooper, A.B., Chicago, 1938. The economics of government corporations. 
1944. Columbia. 

Harvey T. Dernzer, A.B., Michigan, 1932; M.B.A., 1933. Aims and standards of wartime 
price control. 1945. Michigan. 

Wauam Donato Knicut, A.B., Beloit, 1938; M.B.A., Michigan, 1940. The concept of 
capital and public control. 1945. Michigan. 

Grorce BerNARD Kowwen, B.S., 1928; M.A., Catholic, 1933. Regulation of operating 
utility security issues by the Securities and Exchange Commission. 1945. Northwestern. 
CHARLOTTE FELDMAN Mutter, A.B., Vassar, 1941; A.M., Columbia, 1942. The significance 
of the antitrust movement since 1933, with emphasis on the aluminum industry. 1945. 

Columbia. 

Easton Netson, B.A., Stephen F. Austin State Teachers, 1928; M.A., Texas, 1929. Some 
aspects of government intervention in economic enterprise in the Republic of Panama. 
1943. Texas. 

Wnuam Nrecanver, B.S., Pittsburgh, 1930; M.S., Columbia, 1931. Wartime rationing of 
food. 1946. Columbia. 

Orwe W. PHevps, A.B., Chicago, 1937; M.B.A., 1939. A case study in public administra- 
tion. 1943. Chicago. 

Ernest JoHN SPENCE, B.A., Manitoba, 1935; B. Com., Queen’s, 1938; M.B.A., 
Northwestern, 1939. Government credit and lending agencies with particular reference 
to small business financing. 1946. Northwestern. 

Frank HatHaway Tows ey, A.B., Tufts, 1913; LL.B., George Washington, 1919; LL.B., 
Columbia, 1920. The court as a coérdinate part of regulative process. 1945. Columbia. 


Industrial Organization; Price and Production 
Policies; Business Methods 


Degrees Conferred 


EuzabeTH ARMOUR CurTIss. Ph.D., Chicago, 1942. Trade barriers and the consumer interest. 
Wim Kiinc, Ph.D., Clark, 1943. Some factors affecting northeastern tomato prices. 


Grorce F. F. Lomparp, D.C.S., 1942. The functions of the executive in securing satis- 
faction for the members of his organization. 


Theses Completed and Accepted 


Frank JosepH Kotrxe, A.B., Northwestern, 1937; A.M., 1938. Technological progress and 
industrial organization: their relation in the manufacture of electrical apparatus. 
Columbia. 


Theses in Preparation 
Rosert HucH BincHaM, A.B., Ohio Wesleyan, 1939; A.M., Michigan, 1941. Basing- 
point systems and public policy. 1945. Michigan. 
Giapys E. Brams, A.B., Hunter, 1936; M.A., Columbia, 1943. The changing legal con- 
cept of price discrimination. 1945. Columbia. 


Pao. Lowry Brown, B.S., Illinois, 1937; M.S., Oklahoma Agricultural and Mechanic, 
140. The economics of small business enterprise. 1944. Ohio State. 


Evcento CastiLLo. The banana industry. 1945. Johns Hopkins. 


Rosert Henry SEALE Eaxens, A.B., Texas, 1933; A.M., 1937. Price determination in the 
petroleum industry. 1944. Columbia. 


1043] 
EMBER 
bidding 
MBA 
h snare 
asuring 
life in 
for 
nd the 


780 THE AMERICAN ECONOMIC REVIEW [ SEP 


Morris Forxoscn, LL.B., St. John’s, 1930; LL.M., 1932; A.B., New York, 1936; AM 
1938. The liquor industry. 1944. New York. 

Ricwarp J. L. Herson, B.S., College of the City of New York, 1938; MS., Columbig 
1939. Factoring—its development and functions. 1944. Columbia. 

Wa ter Evans Hoaprey, Jr., A.B., California, 1938; M.A., 1940. The Pacific Cog 
petroleum industry: market structure and pattern of competition for refined Products 
1944. California. 

Joun Exton Honces, B.B.A., Texas, 1935; M.B.A., 1937. Overhead cost, price poliy, 
and the determination of output. 1944. California. 

Harry Artuur Horr, B.C.S., New York, 1906; M.B.S., 1914; M.B.A., 1924. Relation 
size of business enterprises to managerial accomplishment. 1944. Columbia. 

LronarD Kamsky, B.S., Richmond, 1939. Economic control in the motion picture jp. 
dustry. 1945. Johns Hopkins. 

Josertne Kriucxaur, Dr. of Civil Law, Prague. The match trust. 1944. Columbia. 

Water Kriuckaur, Dr. of Civil Law, Prague. The international sugar cartel. 1944. (». 
lumbia. 

Henry Jinprick Marxary, Technical School, Royal Hungarian University, Budapes, 
1919; M.B.A., New York, 1929. Some economic implications of idle and excess produ 
tion facilities in the control of overhead costs. 1944. Columbia. 

SaMuEL NAKASIAN, A.B., New York, 1940; A.M., Columbia, 1941. The New York mik 
industry—a study in market organization and price control. 1944. Columbia. 

ANDREAS GEORGE PapANDREOUV, A.M., Harvard, 1942. The location and scope of th 
entrepreneurial function. 1943. Harvard. 

Royat H. Ray, A.B., DePauw, 1927; A.M., Wisconsin, 1935. Integration in the America 
newspaper industry. 1945. Columbia. 

Juttus ABRAHAM ROLLER, B.B.A., Washington, 1934. Wholesale principle in pricing. 1%5 
Michigan. 

Sonta D. Risorr, A.M., Columbia, 1937. Problems of industrial stabilization with speci 
reference to the bituminous coal industry. 1944. Columbia. 

Irvine H. Sircet, B.S., College of the City of New York, 1934; M.A., New York, 195 
The measurement of production and related concepts. 1944. Columbia. 

Cates ALLEN SmiTH, S.B., Haverford, 1937; A.M., Harvard, 1942. Business behavior 
patterns and national income. 1943. Harvard. 

Georce Rosert Terry, C.E., Cincinnati, 1930; M.B.A., Northwestern, 1939. Marketins 
activities in the petroleum industry of the United States with particular reference \ 
the subject of price stabilization. 1943. Northwestern. 

MELviL_e J. Utmer, B.S., New York, 1937; M.A., 1938. Free enterprise and price control 
1944. Columbia. 

Cuartes A, WetsH, B.S., New York, 1934; A.M., 1937. The world dyestuffs industry 
1945. New York. 


Marketing; Domestic Trade 


Degrees Conferred 


Cart T. Artt, Ph.D., Cornell, 1942. State and local restrictions on intrastate trade. 


Epwarp Evcene GALLAHUE, Ph.D., Catholic. Some factors in the development of ou 
standards with special reference to food, drugs, and certain other household was 
(Published by the Catholic University of America Press.) ; 

Lewis Kerr Jounson, Ph.D., Ohio State, 1943. A history of marketing legislation Vir 
ginia—its social and economic effects. 
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Eon CuristIAN LoreNTZEN, Ph.D., Northwestern. The unfair sales practices acts: a 
critical analysis of their history and development with 
grocery stores. 
weury DEAN Toustey, Ph.D., Northwestern. The advertising and merchandising of 
Washington State apples. 

Theses in Preparation 


Eowaro Knox Austin, A.B., Alabama, 1925; M.S., Columbia, 1927. Pre-testing of ad- 
vertisements. 1944. Columbia. 

Grorce A. BaLtenTINe, A.B., Colgate, 1922; M.B.A., Harvard, 1924. Quotas—their use 
in planning sales activities. 1944. Columbia. 

Epva Dovcras, B.S., Woman’s College of the University of North Carolina, 1938; M.A., 
North Carolina, 1941. The trade area of Charlotte, North Carolina. 1944. North 
Carolina, 

Haver Fisner, B.S., Richmond, 1934; M.A., Virginia, 1943. The economics 
of the burley tobacco industry. 1944. Virginia. 

Cuartes Dorsey Forrest, B.S., Northwestern, 1933; M.B.A., Southern California, 1940. 
Economic and technical aspects of small retailer advertising. 1944. Ohio State. 

Gweon Hapary, S.B., Illinois, 1940; S.M., Wisconsin, 1942. The relationship between 
chocolate milk and total fluid consumption. 1943. Wisconsin. 

Cartes Davin Hyson, A.B., St. Johns, 1937; S.M., Maryland, 1939; A.M., Harvard, 
1943. A monograph on the marketing of cranberries. 1943. Harvard. 

Roy Wmuam Jastram, A.B., Stanford, 1936. The economics of large-scale advertising. 
1944. Stanford. 

Cuartes WesLey Lewis, B.A., Vanderbilt, 1928; M.A., 1929. Criteria of efficiency in 
retailing. 1944. Pennsylvania. 

Grorce M. Pottarp, A.B., George Washington, 1934; A.M., 1939. Cottonseed oil in the 
industrial complex. 1944. Columbia. 

Davy ALLEN RevzAn, Ph.B., Chicago, 1930; A.M., 1935. The wholesale price structure 
for oranges with special reference to the Chicago auction market. 1943. Chicago. 

Dave. B. Surrs, A.B., Michigan, 1940; A.M., 1941. The laundry industry. 1945. 
Michigan 

Hucn Grecory Wages, A.B., Washburn, 1932; M.B.A., Harvard, 1934. The Kansas City 
fruit and vegetable market; an historical study and appraisal of recent developments. 
1943. Northwestern. 


Mining; Manufacturing; Construction 
Theses in Preparation 
Arzu HicHMaN, B.S., Armour Institute of Technology, 1935; M.B.A., Chicago, 1939. 
Mobilization of the chemical industry for the national defense. 1943. Chicago. 
Georce Mervyn Kuerner, A.B., McGill, 1936; A.M., 1937. Construction in the Fifth 
Federal Reserve District. 1944. Wisconsin. 


FREDERICK Juttus Knicuts, B.S., Nebraska, 1928; M.B.A., Northwestern, 1938. Growth 
ol the rubber manufacturing industry. 1944. Northwestern. 


Transportation; Communication; Public Utilities 
Degrees Conferred 


ArravR Perer Becker, Ph.D., Wisconsin, 1943. Public utility valuation and the economic 
theory of regulation. 

ANATOLE Rovotrn GrueHr, Ph.D., New York, 1943. Development of depreciation thought 
i public utility regulation. 
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WALTER Isarp, Ph.D., Harvard, 1943. The economic dynamics of transport technology 

Serce Georce KousHnareFF, Ph.D., Columbia, 1943. Liability of carriers of goods by 
sea. (Published by Delphic Press.) 

RicHarp H. Rusu, D.C.S., Harvard, 1942. The regulation of network broadcasting. 


Theses Completed and Accepted 


Ricnarp W. Dittmer, B.A., Colgate, 1938. The public utility service company. 1943, 
Yale. 

Epwarp JosEPH PeTEerRsON, B.B.A., Minnesota, 1938; M.A., 1940. The flow of money 
and services in the railway industry. Minnesota. 


Theses in Preparation 


Georce Rupotr Anperson, A.B., Northern Michigan College of Education, 1928; AM. 
Michigan, 1934. Effects of rigid public utility rates in depression. 1945. Michigan. 
James WuItNEy Buntinc, B.S., Pennsylvania, 1934; M.A., 1936. Economic theory and 

development of railroad distance rate scales. 1945. Pennsylvania. 
WriiiaM H. Bray, A.B., Oberlin, 1938; A.M., 1939. The regulatory activities of the 
Ohio Public Utilities Commission. 1943. Cornell. 
Grace CHINN, A.B., Washington, 1940; A.M., 1942. Waterworks for public control in 
Chinese history: in the beginning and at the end of Imperial China. 1944. Columbia 
FREDERICK N. DANNENBERG, B.S., New York, 1936; M.B.A., 1937. The economic s¢- 
nificance of the evaluation of public utility accounting. New York. 

RayMonp CHARLES DeIn, B.S., Nebraska, 1930; M.A., 1935. The intangibles of the 
public utility rate base and accounting theory. 1943. Minnesota. 

Joer B. Drrtan, B.A., Yale. Security regulation under the public utility holding act. 194 
Yale. 

Norman Emerson, A.B., Johns Hopkins, 1930; M.B.A., Pennsylvania, 1932 
Petroleum transportation. 1945. Pennsylvania. 

Josep P. Gorpserc, B.S.S., College of the City of New York, 1937; A.M., Columbia, 
1938. Railroad rates: their basis and nature, 1830-61. 1944. Columbia. 

Henry Wetpon Hewetson, A.B., Toronto, 1924; A.M., British Columbia, 1925. The 
financial history of the Canadian Nationa! Railway. 1943. Chicago. 

Samuet S. Hirt, A.B., Yale, 1923; M.B.A., New York, 1939. Cost finding in transport 
regulation. 1944. American. 

H. Turopore HorrMan, B.S., Dayton, 1929; M.A., American, 1938. History of the de 
velopment of railroads in Colombia. 1945. American. 

Epw1n Hvucues, A.B., Williams, 1919; A.M., 1934. The Ontario hydroelectric develop- 
ment. 1944. Columbia. 

Anna Hutse, B.S., New York, 1926; A.M., 1927. Niagara-Hudson and New York State 
financial, historical and social aspects of development. 1945. Columbia. 

Wriu1am Harry Jousert, B.S., Florida, 1933; M.S., 1935. The history of the freight 
rate structure of the southern territory. 1943. North Carolina. 

Cuartes V. Kinter, A.B., Arizona, 1931; S.M., Northwestern, 1937. The economics 0! the 
newspaper industry. 1944. Chicago. 

Marron S. Lewts, A.B., Trinity, 1918; A.M., 1921. An evaluation of the holding comp#) 
abuses alleged in the public utilities act of 1935. 1943. Chicago. . 

Raymonp E. Liste, B.S., College of the City of New York, 1929; A.M., Columbia, - 
The public utilities and New York State politics, 1881-1907. 1945. Columbio. 

Dantet Marx, Jr., A.B., Dartmouth, 1929. United States Maritime Commission, 1936- 
1944. California. 
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Leoxaro L. MintHorNe, A.B., Southern California, 1919; M.A., Columbia, 1922. The 
Inter-American Highway—its economic aspects. 1945. Columbia. 

Txornton W. Mitcuett, A.B., Stanford, 1937; A.M., 1939. Federal regulation of rail- 
roads, 1865-87. 1944. Columbia. 

Joun JoserpH RELLAHAN, A.B., Wisconsin, 1923; A.M., 1927. Economic and legal prob- 
lems in the codrdination of petroleum pipe line transportation. New York. 

Grorce ALEXANDER Scott, B.A., Alberta, 1938; M.B.A., Pennsylvania, 1940. Railroad 
reorganization under Section 77, 1945. Pennsylvania. 

fowmn R. Tarere, A.B., Emmanuel Missionary, 1918; A.M., Chicago, 1937. Land trans- 
portation in ancient Mesopotamia. 1943. Chicago. 

Wuam Way, Jr., A.B., North Carolina, 1926; A.M., 1929. Railroad passenger fares and 
services. 1945. Pennsylvania. 


Agriculture; Forestry; Fisheries 


Degrees Conferred 


Avrreo Davin Forwerter, Ph.D., Wisconsin, 1943. Ownership of forest land in selected 
parishes in Louisiana and its effect on forest conservation. 

Liovy C. Hatvorson, Ph.D., Minnesota, 1943. The use of normal prices by the Farm 
Credit Administration. 

Louis F, HERRMANN, Ph.D., Minnesota, 1942. A study of rates of feeding and milk pro- 
duction in some West Virginia herds. 

Ons T. Oscoop, Ph.D., Minnesota, 1942, Farm organizations for upland areas in the 
eastern Ozarks. 

Roy Estes Proctor, Ph.D., Minnesota, 1942. Factors influencing farm organization in a 
general livestock area in Kentucky. 

BenjaMIN Henry Pusors, Ph.D., Harvard, 1943. The agricultural development of the 
Columbia basin irrigation project. 

Everett Cart Wertzett, Ph.D., Wisconsin, 1943. The economics of soil conservation in 
West Virginia 

Wauam Tate Wairman, Ph.D., Duke, 1943. The forest products industries of the South 
and future employment possibilities. 

Rosin Murphy WILLIAMS, Ph.D., Harvard, 1943. The sociology of farmers’ responses to 
AAA. programs in selected areas in Kentucky, 1938-1940. 

Sau-CHIA Yanc, Ph.D., Minnesota, 1942. A study of the Chinese economy with special 
reference to farm credit. 


Theses Completed and Accepted 


Frank James WELCH, A.B., Mississippi, 1928; A.M., Colorado, 1932. The plantation 
economy as it relates to land tenure in Mississippi. 1943. Wisconsin. 


Theses in Preparation 


E. Ltovp Bareer, B.A., Saskatchewan, 1938; M.A., Clark, 1939. Price and production un- 
certainties in agriculture. 1944. Iowe State. 

Davip G. Baste, A.B., Washington and Lee, 1936; M.A., Columbia, 1939. Land utiliza- 

ton in highland Ecuador. 1946. Columbia. 

Srewanr BELL, Jr., B.A., Hampden-Sydney, 1931; M.A., Virginia, 1940. Industrial farm 
eationships in Henry County, Virginia. 1944. Virginia. 

pair: H. Brownteg, B.S., Montana State, 1938; M.S., Iowa State, 1941. Production 
snc income effects of agricultural subsidies. 1943. lowa State. 
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WeEsLEy Cocurane, B.S., California, 1937; M.S., Montana State, 1938; MPA 
Harvard, 1942. Evaluation of the county land use planning movement. Bervard 
Water P. Corron, B.S.A., Tennessee, 1932; M.S., 1933. A study of subsidies to agri- 
culture provided by governmental credit agencies. 1944. Minnesota. ; 

Frances E. Cornwatt, A.B., Middlebury, 1940; A.M., Columbia, 1943. Vermont fam 
organizations. 1944. Columbia. 

Joun H. Davis, B.S., Iowa State, 1928; M.A., Minnesota, 1935. An analysis of the policis 
of insurance companies in the management and resale of farms in Iowa since 191 
1944, Minnesota. 

Joseru Eaton, B.S., Cornell, 1940. Codperative group farming in the United States of 
America. 1945. Columbia. 

GerRALpD ENGELMAN, B.S., Iowa State, 1937. Problems involved in the sale of slaughter 
livestock on the basis of carcass weight and grade. 1945. Minnesota. 

AsraM W. Epp, B.S., Nebraska, 1933; M.A., 1937. An economic study of the place of 
forage production in the southeast grain and livestock area of Nebraska. 1944. Minne. 
sota. 

Otto JoHN Firestone, Dr. Juris., Vienna, 1939; A.M., McGill, 1942. Canadian agri 
culture before 1867. 1945. McGill. 

Lioyp Grsson, B.S., Virginia Polytechnic, 1933; M.S., 1934. An economic land 
classification of Halifax County, Virginia. 1943. Virginia. 

Harotp GraHAM Hatcrow, B.S., North Dakota Agricultural, 1937; M.S., Montana State 
1938. The demand for beef in the United States. 1943. Chicago. 

D. GaLe Jounson, B.S., Iowa State, 1938; M.S., Wisconsin, 1939. The theory of forward 
prices for agricultural products. 1944. Iowa State. 

Putte EvuceNne Jones, B.S., Tennessee, 1938; M.S., Louisiana State, 1940; AM. 
Harvard, 1942. Needed adjustments for the cotton South. Harvard. 

Harotp C. Larson, B.S., South Dakota State, 1929; S.M., Kansas State, 1930. A critique 
of farm credit policies. 1944. Wisconsin. 

Frank Mitter, M.A., Nebraska, 1937. Analysis of the use and experiences with agr- 
cultural credit in representative Nebraska counties. 1944. Minnesota. 

ArTHUR THEODORE MosuHer, BS., Illinois, 1932; M.S., 1941. The place of the centr 
Indo-Gangetic Plain in world agriculture. 1943. Chicago. 

Avan D. Overxirk, B.S., North Dakota Agricultural; M.S., Iowa State, 1928. A study 
of frozen and dried eggs as a market outlet for midwest poultry producers. 1944. Minne- 
sota. 

Pup Martin Ravp, A.B., Kansas, 1939; A.M., Wisconsin, 1942. Public land manage 
ment in the United States. Wisconsin. 

Leonarp A. SALTER, JR., M.A., Connecticut, 1935. A critical examination of research in 
land economics. 1944. Minnesota. 

Frep Huco SAnverson, Licencie e Sciences Economiques, Geneva, 1935; A.M., Harvaré, 
1942. Methods of crop forecasting. 1943. Harvard. 

Sotomon Srnctair, B.S.A., Saskatchewan, 1932; M.S., 1937. The of subsidies in 
farm credit. 1944. Minnesota. 

Joun H. Srtrertey, B.S., Ohio State, 1928; M.S., 1932 Adjustments in farming at 
extensive margin. 1944. Ohio State. 

J. Lroyp Spatpinc, B.S., Iowa State, 1936; Ph.M., Wisconsin, 1938. Inheritance as a 
function of the agricultural ladder. 1945. Minnesota. 

Joun Francis Tuwmons, B.S., Missouri, 1937; A.M., 1938. Economic and social aspects 
of the devaluation of agricultural land through inheritance, gift, and will. 19%. Wis- 
consin. 

Haptey VAN Vulet, B.S.A., Saskatchewan, 1934; S.M., 1936. An analysis of agriculture 
land tenure in Saskatchewan. 1943. Wisconsin. 
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Economic Geography; Regional Planning; Urban Land; Housing 
Degrees Conferred 


Dean BiackBuRN, Ph.D., Wisconsin, 1943. Some concepts of regionalism and 
their application to Arkansas. 

Arw Caartes Wurtz, Ph.D., Illinois, 1943. An economic analysis of the housing 
problem in the United States. 


Theses Completed and Accepted 


Grorce Taylor ConKLIN, A.B., Dartmouth, 1936; M.C.B., 1937. The changing economic 
basis of New York City. 1943. New York. 


Theses in Preparation 


Eveanor SAvER Bactey, A.B., Mt. Holyoke, 1936; A.M., Columbia, 1937. Federal Housing 
Administration. 1944. Columbia. 

Mutarp Crark Faucut, A.B., Columbia, 1938; M.S., 1939. The problems of a resort 
community—a socio-economic study of Falmouth, Massachusetts. 1944. Columbia. 

Warter Invinc Firey, Jr., A.B., Washington, 1938; A.M., 1940; A.M., Harvard, 1943. 
The role of social values in urban land use patterns. 1944. Harvard. 

Howaro NayLor FitznucnH, B.S., Harvard, 1930; M.B.A., 1933. Improved housing for 
New York City middle-class Negro families. 1944. Columbia. 

ArtHur Cort Hotpen, Litt. B., Princeton, 1912; B. Arch., Columbia, 1915; A.M., Co- 
lumbia, 1915. Evidence of change in the theory of rent—trends toward reorganization 
of real estate. 1944. Columbia. 

Lovis ALBERT Kexier, B.A., Carroll, 1927; M.B.A., Northwestern, 1928. The utilization 
of land for outdoor recreation: a study of the interrelations of urbanization and out- 
door recreation in the Milwaukee area. Northwestern. 

Donato W. O’Connett, A.B., Columbia, 1937; A.M., 1938. The scope and applicability 
of the theory of industrial location. 1944. Columbia. 

Davy Wooprow Parvin, B.S., Mississippi State, 1938; M.S., 1941. A statistical study of 
the socio-economic status of Mississippi. 1944. Virginia. 

KATHERINE Perrinc, A.B., Grinnell, 1932; M.B.A., New York, 1940. Comparative costs 
in deurbanization. New York. 

ArreD G. SmirH, Jr., A.B., Columbia, 1934; A.M., 1939. Some aspects of location theory, 
with special reference to the southeastern states. 1945. Columbia. 

Tomas R. Smiru, A.B., Swarthmore, 1933. The textile industry of Fall River: a study in 
industrial location. 1946. Columbia. 


Labor and Industrial Relations 
Degrees Conferred 


Lion Harpinc BarLer, Ph.D., Michigan, 1943. Negro labor in the automobile industry. 

Re, Vicent Icnattus BREEN, Ph.D., Catholic. The United States conciliation service. 

Ronen Kennet KavaNaucH Burns, Ph.D., Chicago, 1942. Collective bargaining and 
‘ditration: the case of the daily newspaper industry. 

Rey. BERNARD Cornettus Cronin, Ph.D., Catholic, 1943. Peter C. Yorke and the labor 
movement in San Francisco, 1900-1910. (Published by the Catholic University of 
America Press.) 


Hita Kesster Gipert, Ph.D., Wisconsin, 1943. The Department of Labor in the New 
Deal period 
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STuART MARSHALL JAMIESON, Ph.D., California, 1943. Labor unionism in American ur. 
culture. 

KeitH WHITAKER JoHNsON, Ph.D., Duke, 1943. Racial division of labor and the Amerin 
Negro. 

Howarp STANLEY KALTENBORN, Ph.D., Wisconsin, 1943. Government and the adjustme: 
of labor disputes. 

RicHArD Morecrart Kirsy, Ph.D., Harvard, 1943. The wage policy of the United Mix 
Workers. 

Rev. JosepH Davin Munier, Ph.D., Catholic, 1943. Some American approximations t) 
Pius XI’s Industries and Professions. 

JoserH SuisTer, Ph.D., Harvard, 1943. Some aspects of union wage policies. 

BERNICE VIRGINIA WESTERLUND, Ph.D., Illinois, 1943. Illinois’ experience with minimup 
wage legislation. 

Constance Ph.D., Chicago, 1942. Reémployment programs in four Massachv- 
setts textile cities, 1928-40. 

RicHarp Harvey Woop, Ph.D., Princeton, 1942. Recent developments affecting the profit 
sharing plans of the Eastman Kodak Company, The Procter and Gamble Company, and 
Sears, Roebuck and Company. 


Theses Completed and Accepted 


Howarp LawrENcE Hurwitz, A.B., Brooklyn, 1936; A.M., Columbia, 1937. Theodore 
Roosevelt and labor in New York State, 1880-1900. Columbia. (Published by Columbia 
University Press as Study No. 500 in History, Economics and Public Law.) 

Van Dusen Kennepy, A.B., Swarthmore, 1935. Some aspects of union participation i 
wage incentive methods. Columbia. 

Mary Kiem, A.B., Oregon, 1930; A.M., Wisconsin, 1940. Some rivals of the AFL 
and C.1.0.—a study of unaffiliated unions, 1943. Wisconsin. 

HerBert Jay Laune, B.B.A., College of the City of New York, 1936; M.A., Columbia, 
1937. The cotton mill worker in the twentieth century. Columbia. (Published by Fam 
and Rinehart.) 

Joun Lomparot, B.S., College of the City of New York, 1919; A.M., Columbia, 1938 
Labor’s voice in the Cabinet: a history of the Department of Labor since its orga 
in 1921. Columbia. (Published by Columbia University Press as Study No. 4% 2 
History, Economics and Public Law.) 

Putte C. Newman, A.B., Columbia, 1938; A.M., 1940. The labor legislation of New 
Jersey. Columbia. 

SmirH Sumpson, B.S., Virginia, 1927; M.S., 1928; LL.B., Cornell, 1931. The Washingtoa 
hours convention. 1943. Columbia. 


Theses in Preparation 


Daniet J. AHEARN, A.B., Fordham, 1930; LL.B., 1933; J.S.D., New York, 1954. Ti 
wages of farm laborers and factory laborers. 1944. Columbia. 

Ropert J. ALEXANDER, A.B., Columbia, 1940; A.M., 1941. The labor and socialist move 
ments of Latin America. 1945. Columbia. 

GERHARD Bry. Wages in Germany. 1945. Columbia. : 
James E. Cuace, Jr., A.B., Amherst, 1923; M.B.A., Harvard, 1925. Analysis of qui 
tions of benefits under unemployment compensation administration. 1943. Chicas 
James Herscnet Corree, B.A., West Texas State Teachers, 1925; M.A., Souther 
fornia, 1936. Wage control policies of the federal government in the Second Wo 
War. 1944. Texas. 
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Rayvwonn R. Corton, B.S., College of the City of New York, 1931; A.M., Columbia, 


1032, Management and the National Labor Relations act. 1944. Columbia. 
wenpoLyN STAGER CrAwrForD, B.A., Wilson, 1941; M.A., Virginia, 1943. The wage 
policies of the War Labor Board. 1945. Virginia. 


en Saxatncton Curtis, A.B., Howard, 1916; A.B., Harvard, 1919; A.M., Columbia, 
_A critical examination of criteria for determining the salaries of teachers. 1943. 


— 


yes STEMBLE DUESENBERRY, A.B., Michigan, 1939; A.M., 1941. Wages in the auto- 
mobile industry. 1945. Michigan. 

sracD Joun Fiscner, A.B., Rutgers, 1939. A study of the cyclical behavior of labor 
productivity and unit labor cost in selected American industries. 1944. Princeton. 

igertT Courts Fiora, A.B., North Dakota State Teachers, 1932; M.B.A., Chicago, 1940. 
Recent developments toward a more effective employment market. 1943. Chicago. 


Massachu- Rotanp Gisson, A.B., Dartmouth, 1935. A comparison of cotton textile wages in Great 
— Britain and the United States, 1860-1938. 1944. Columbia. 
Louris Gittow, A.B., Pennsylvania, 1939; A.M., Columbia, 1940. Labor rela- 


pany, ant tions in the power laundry industry. 1944. Columbia. 

osepH GiaTT, Licencie, Brussels, 1934 and 1937. The labor situation in Palestine. 1945. 
Columbia. 
sia STEINMAN Goxp, A.B., Hunter, 1938. The process of readjustment after World 
War I, with special emphasis on shifts in the labor market. 1944. Columbia. 

). GrirritHs, A.B., Worcester, 1928; B.D., Union Theological, 1931; A.M., Wisconsin, 
1939. The relation of the American churches to organized labor, 1877-96. 1943. 
Chicago. 

ONATHAN GrossMAN, B.S.S., College of the City of New York, 1936; A.M., Columbia, 

37. Sylvis and the labor movement. 1944. Columbia. 

erTRUDE Guyton, A.B., Colorado State College of Education, 1940. Valuations in em- 
ployment; a study of individual firms. 1945. Johns Hopkins. 

‘noLD Lroyp Henperson, A.B., McGill, 1940; A.M., 1941. Wartime labor relations in 
Canada. 1945. McGill. 

pols Horrer, A.B., College of the City of New York, 1930; A.M., Columbia, 1932. 
Unemployment compensation and seasonal variations in employment in New York 
State. New York. 

Rey. Cuartes Epwarp Hocan, A.B., St. Mary’s, 1930. Collective bargaining in steel. 
1944. Catholic. 

if HN Bernarp Hoce, B.S., Slippery Rock State Teachers, 1931; A.M., Pittsburgh, 1935. 
The Homestead steel strike of 1892. 1943. Chicago. 

Ku Hstex, A.B., National Tsing Hua University, 1934; A.M., Columbia, 1943. The 
problems of wage protection in Chicago. 1945. Columbia. 

Barsara ANNA JARZEMBOWSKI (MitcHett), A.M., Columbia, 1941. International labor 
standards in Poland. 1945. Columbia. 
oun E. Jeuck, A.B., Chicago, 1937; M.B.A., 1938. The labor market and department 
Store personnel. 1943. Chicago. 

Mittuew Ketty, A.B., Amherst, 1936; A.M., Princeton, 1940. The public regu- 
lation of the hours of work ‘a laborers and mechanics in the employ of the federal 
government. 1944. Princeton. 

Josep Kersaw, A.B. , Princeton, 1935; A.M., New York, 1938. Settlement of American 
nilroad disputes since 1926. 1944. Columbia. 
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Cuartes CLINTON KILLINGsworTH, A.B., Southwest Missouri State Teachers, 1938; AY 
Oklahoma Agricultural and Mechanical, 1939. State labor relations legislation, jy 
Wisconsin. 

THEODORE RusSELL Larrmore, B.S., Indiana, 1928; M.S., Illinois, 1931. Economic implig. 
tions and administrative procedures of the Nebraska Unemployment Compensation ¢ 
Nebraska. 

LesTeR HERMAN LetseER, Ph.B., Chicago, 1928; M.A., Columbia, 1932. Teachers’ wages and 
standards of living in the United States. 1945. Columbia. 

Jacos Lort, B.S., College of the City of New York, 1937; A.M., Columbia, 194 
Twentieth century printing labor. 1943. Columbia. (Published by Farrar and Rinehart 

Jesse W. Marxuam, A.B., Richmond, 1941. North-South wage differentials in man. 
facturing industries. 1945. Johns Hopkins. 

Rev. James JosepH McGrntey, A.B., George Washington, 1933; A.M., 1934; AM. 
Fordham, 1937. The labor problem in the transit system of the City of New Yok 
1945. Columbia. 

Avuretitus Moroner, B.S., Missouri, 1938; M.A., 1940. Government intervention in th 
labor market. 1945. Minnesota. 

Hotiis FREEMAN Price, A.B., Amherst, 1927; A.M., Columbia, 1933. Negro factory labor 
in Memphis. 1945. Columbia. 

Grorce STERN Quick, A.B., Michigan, 1938; A.M., 1939. The historical development of 
labor in Sao Paulo, 1888-1930. 1944. Michigan. 

ARTHUR HALLAM Reepe, A.B., Pennsylvania State, 1931; A.M., 1932. Adequacy of work- 
men’s compensation. 1944. Columbia. 

Harotp S. Roserts, B.S.S., College of the City of New York; M.A., Columbia, 1938 
Labor organization and collective bargaining in the rubber industry. 1944. Columbia 

Mae Katzen Sarzer, A.B., Brooklyn, 1934; A.M., Columbia, 1935. The hours question 
1944. Columbia. 

Sister Mary Yotanpe Scuutte, O.S.F., A.B., College of Saint Teresa, 1931; AM, 
Catholic, 1940. Wage theories in the Fair Labor Standards act. 1944. Catholic. 

Harry Scuwartz, A.B., Columbia, 1940; A.M., 1941. Agricultural labor in the twentieth 
century. 1945. Columbia. 

Myrna Siecenpvorr, A.B., New Jersey College for Women, 1939; A.M., Wisconsin, 10 
Unionism in the distributive trades. 1943. Wisconsin. 

Davin KENNETH Sprecet, B.S., New York, 1939; A.M., 1940. The administration of 
minimum wage legislation. 1945. New York. 

Ben Sotomon STepHANsKy, A.B., Wisconsin, 1939; A.M., 1942. The interrelation 
trade unionism and government. 1944. Wisconsin. 

Marie Strevuver, A.B., Brooklyn, 1935; A.M., Columbia, 1936. Labor relations int 
milk distribution industry. 1944. Columbia. 

Puitie H. Trezise, A.B., Michigan, 1936; A.M., 1939. Union-management codperatiot 
1945. Michigan. 

Rosert TANNENBAUM, A.B., Chicago, 1937; M.B.A., 1938. A study of collective bargat 
ing in the meat packing industry. 1943. Chicago. 

Atsert WesTEFELD, A.B., Columbia, 1935. Getting started: urban youth in the labor 
market. 1943. Columbia. pe 
Tuomas F. Wurtney, A.B., Amherst, 1937; A.M., Columbia, 1939. Russian Jegislation 
in industrial labor. 1944. Columbia. 
Joun Harvey Wits, B.S., Massachusetts Institute of Technology, 1926; AM., Prince 

ton, 1940. Studies of the New Jersey labor market. 1943. Princeton. co 

Viota Wycxorr, B.S., New York, 1930; A.M., 1933. Employment effects of public wo 
expenditures. 1944. Columbia. 


EOR! 
Ad 
Beat! 
ARTH 
ani 
HEN} 
7 
P 
AN 
Wa 


LIST OF DOCTORAL DISSERTATIONS 
TEMER 


8: AM Social Insurance; Relief; Pensions; Public Welfare 


1944 


Degrees Conferred 


implic. erHARD GUSTAV FREDERICK HarTMAN, Ph.D., Chicago, 1942. Hospital malpractice in- 
tion act, surance. 

wwumar A. Miter, Ph.D., Yale, 1943. Economic effects of the experience rating pro- 
ages and vision of the Indiana Employment Security act. 


a, 184 Theses Completed and Accepted 


inehart BCrorce F. Rouriicu, Dr. Juris., Vienna, 1937; Dip. Consular Academy of Vienna, 1938. 
1 manu- Adequacy and solvency in unemployment compensation: the need for federal equaliza- 
tion, 1943. Harvard. 

AM Theses in Preparation 

w York Beatrice GOMBERG (REUBENS), A.B., Brooklyn; A.M., Columbia. The war and eco- 
nomic insecurity in Great Britain. 1944. Columbia. 

Asraur Gwynn Grirrin, A.B., North Carolina, 1921; A.M., 1923. Financing old-age 
annuities and assistance under social security legislation. 1944. North Carolina. 

Henrietta LIEBMAN (CREAMER), A.B., Cornell, 1932; A.M., Columbia, 1933. Relief and 
changes in national income. 1944. Columbia. 

Leo Wertz, B.S.S., College of the City of New York, 1928; A.M., Columbia, 1932. Family 
allowances as a post-war measure. 1944. Columbia. 

BenjaMIN Monroe Worrorp, B.A., Texas, 1936; M.A., 1940. The operation of work- 
men’s compensation in Texas, 1945. Texas. 


in the 
ry labor 
ment of 


if work- 


Consumption; Income Distribution; Codperation 
Degrees Conferred 


Etuo Louis Jackson, Ph.D., Harvard, 1942. The consumption of tobacco products; a 
descriptive economic analysis, United States, 1900-1940. 

DoxaLo Ruopes Katpor, Ph.D., Iowa State, 1942. An economic study of “low-income” 
in Iowa agriculture. 


n, 140 Frances Wetts Quantius, Ph.D., Wisconsin, 1943. The propensity to consume. 


— Sexc TANCHAROENSUKH, Ph.D., Harvard, 1942. A study of the codperative movement 
in Thailand 


Theses Completed and Accepted 


Mary Mazerra Crawrorp, A.B., Wellesley, 1922; A.M., Columbia, 1930. Student folk- 
ways: spending at Indiana University. Columbia. (Published by Columbia University 
Press as Study No. 499 in History, Economics and Public Law.) 


tion ol 


ae Theses in Preparation 

— ESTHER PELTON Burnett, A.B., Stanford, 1937; A.M., Columbia, 1940. Food subsidies 
and national nutrition policy. 1944. Columbia. 

» labor Anna Di Venvtt, BS., Boston, 1940; M.S., Columbia, 1941. Consumption: a focal area 
in the post-war economy. 1944. Boston. 

islation Water Dummer FisHer, A.B., Harvard, 1937. The consumer demand for lemons in the 
United States. 1943, Chicago. 

Prince: Eowarp E. Garrison, B.S., Kent State, 1936; M.B.A., Ohio State, 1938. Compensation of 
_ Wholesalers’ salesmen. 1944. Ohio State. 

works vtrTRUD Berta Greic, B.S., New York, 1931; A.M., Bryn Mawr, 1933. A study of 


consumer choice. 1944, Columbia. 
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Hartow W. Hatvorson, B.S., Minnesota, 1938; M.S., 1940. A study of agricultural 
and its relation to national income. 1945. Minnesota. ys 

Joun Hore, II, A.B., Morehouse, 1930; A.M., Rrown, 1932. Credit problems of ip 
income groups. 1943. Chicago. 

Craupe Matcorm Issister, A.B., Manitoba, 1934; A.M., Harvard, 1942. Patterns of 
sumer expenditure in Canada. 1943. Harvard. q 

Swney M. Lerner, A.B., Wisconsin, 1936; A.M., 1938. Geographic distribution of 
come in Wisconsin. 1943. Wisconsin. 

Horace Hanson WasHsurn, B.S.C., Wyoming, 1930. Codperative credit for the 
sumer. 1943. Wisconsin. 

ALBERT EpmMunp WavucH, B.S., Massachusetts Agricultural, 1924; M.S., Connecticut 
cultural, 1926. Problems in measuring inequality in the distribution of personal i» 
comes. 1943. Chicago. 


Population; Migration; Vital Statistics 
Degrees Conferred 


Rottrs CHAmBLiss, Ph.D., Harvard, 1943. A statistical analysis of variation in th 
human sex ratio at birth. 


Theses in Preparation 
SripAtr CHANDRASEKHAR, A.B., Madras, 1938; A.M., 1940. The population pro“ @ 
India. 1944. New York. 


Frances Witson Griese, B.S., New York, 1926; A.M., 1933. The economic aspects of 
refugee problem. 1944. New York. 


Mrs. Rose Kiester, A.B., Hunter, 1932; M.A., Columbia, 1933. Changing population pa 
terns of the northern Appalachian plateau. 1946. Columbia. 

Tuomas Epwarp Murry, B.S., New York, 1934; A.M., 1937. Cycles in diseases, 2 
York. 


Unclassified Items 


Degrees Conferred 


Econ Ernest Bercer, Ph.D., Harvard, 1942. The class phenomenon. 


WENTWORTH SpracuE, Ph.D., Harvard, 1942. Some problems in the integme 
tion of social groups, with special reference to Jehovah’s Witnesses. 


Theses in Preparation 


BARNETT SANFORD Esy, A.B., Southern California, 1927; Th.B., Princeton Thevlogical, 
1935; A.M., Princeton, 1942. Economics and the concept of justice. Princeton. 

Genevieve Knuprer, A.B., Wellesley; A.M., Columbia, 1938. The measurement of social 
economic status. 1944. Columbia. 

B. L. Smirn, Ph.B., Chicago, 1933. A socio-political study of the American social scientt 
1943. Chicago. 

E. H. Spicer, A.B., Arizona, 1932; A.M., 1933. A study of the relationship 
economic life and the social organization of a group of Yaqui Indians near = 
Arizona, with the purpose of discerning the basis of their social integration. 


i” 


Chicago. 


4 
| 


income 
of low 
0] 
of in 
Con- 
t Agri. 
nal 
in the 
of the 
es, New 
2 
integra- 
logical, 
of social 
scientists. 
ween the 
1043. 


